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|l. Statement of Purpose

The Florida Medicaid program was created in 1970. Like many states, Florida operates
its Medicaid program in a centralized fashion, with the government taking the lead in
structuring coverage and making direct payments to providers. Medicaid-eligible
individuals are often left out of the decision-making process and must seek services on
their own with little understanding of service options and alternatives. Florida seeks to
create a new Medicaid program that recognizes the individual’s role in planning and
purchasing health care services, provides transparency in the performance of health
care plans and providers, assures access to quality service, provides stability to Florida
budgeting, reduces confusion about coverage, and leverages the dollars spent to
measurably improve service and invest in prevention. The new Medicaid system will
rely heavily on measurement of, and transparency in, outcomes.

Medicaid covers 2.2 million Floridians. Both enroliment and expenditures are growing,
and it is clear the current design is unsustainable for reasons that include:

e Program expenditure growth has averaged 13% per year over the past six years.
In 2005, Medicaid will represent approximately 24% of the entire state budget
with total expenditures exceeding $14 billion dollars. If these trends continue, it
is anticipated that by 2015 Medicaid will represent 59% of the state’s total budget
with expenditures over $50 billion dollars.

o Florida covers over 47 different services on a fee-for-service basis and through
contracted managed care entities. Individuals can receive care through 11
contracted HMOs; the statewide primary care case management (PCCM)
system, MediPass; or three enhanced PCCM systems. In addition, the state
maintains several carve-out programs for mental health services and dental care.
These multiple delivery systems, representing more than 80,000 providers and
generating more than 140 million individual claims, have become increasingly
difficult to sustain. Additionally, this episodic system, where dollars are only paid
once people have an interaction with a health care provider — typically once they
are ill — does not leverage the dollars spent to improve the heaith status of the
Medicaid population. A more properly designed system would create incentives
for identifying recipients with chronic health conditions rather than waiting until
the conditions become so severe they need intensive and expensive treatment.

e Florida operates 20 distinct waivers that provide authority for various programs.
Specifically, Florida has 13 home and community-based waivers, two 1115
Research and Demonstration Waivers and five 1915(b) waivers for managed
care or selective contracting. Florida’s waiver programs are needed to provide
the state enough flexibility to serve its neediest residents, control costs and
monitor quality. However, each new waiver program complicates overall
management of Medicaid.
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The result is a large, complex and cumbersome system that is difficult for people to
navigate and the state to manage. While costs continue to escalate, the number of
people dissatisfied with the program also grows, and individuals feel like second class
citizens due to the stigma of public assistance.

Another factor contributing to the need to reform Medicaid is fraud and abuse. While as
much as one-third of all Florida Medicaid recipients are served through a managed care
delivery system, the remaining two-thirds of the population are served through the
traditional fee-for-service program. Currently approximately 80,000 providers are
enrolled as fee-for-service providers. As in most state Medicaid programs, the
incidence of fraud and abuse is found predominately in fee-for-service. Florida
Medicaid is recognized as a leader in the battle against fraud and abuse and has put in
place many automated and manual safeguards to detect and prevent inappropriate
payments. We have had some success; however, with a $14 billion program and so
many providers operating in a fee-for-service environment that generates more than
140 million individual claims, it is doubtful that additional substantial gains can be
realized without reforming the basic principles that guide the program. Converting to a
premium-based system will reduce fraud and abuse inherent in a large and complex
fee-for-service system.

Due to increasing dissatisfaction and the mounting strain on state resources, Medicaid
must change. The current system is often incapable of meeting participants’ needs, and
it is costly and inefficient. The change cannot be timid or tentative. It must
fundamentally transform relationships, responsibilities and economic incentives. The
Florida Medicaid Reform mode! provides the framework for this change - without
eliminating services or eligibility.
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Il. Florida Medicaid Reform

Under Medicaid Reform, the state’s role will change so that it is largely a purchaser of
care, and oversight will focus on improving access and increasing quality of care.’
Individuals will have the ability to select plans that meet their needs. The state will
continue to foster and protect its safety net providers.

The state will transform Medicaid by integrating key principles of reform in the structure
and daily operation of the Medicaid program. The Florida Medicaid Reform Model
comprises comprehensive and catastrophic coverage, an individual enhanced benefit
account, or a subsidy to individuals with access to employer-sponsored insurance (ESI).
An overview of the principles and structure of Florida Medicaid Reform is provided
below.

Principles governing Medicaid reform are:

Patient Responsibility and Empowerment — The fundamental basis of the reform
rests upon two critical inputs: transparency and consumer empowerment. The
state will invest in an infrastructure to ensure a measurement of performance of
all plans and providers combined with public reporting of consumer satisfaction
with their plans and providers. With this information in hand, and with the
support of choice counselors, individuals will then be expected to take an active
role in their health care. They will purchase or select a managed care plan
directly. They will have the flexibility to choose from a variety of benefit packages
and be able to choose the package that best meets their needs. Additionally,
they will be rewarded for demonstrating heaithy practices and personal
responsibility. Florida expects family and individual satisfaction to increase
through enhanced personal control and choice. Moreover, Florida anticipates
that individual health outcomes will improve as people take an active role in
managing and understanding their health care needs. With a focus on
transparency and public reporting of outcomes, the plans participating in the
Medicaid program will have a significant incentive to work toward improvement of
the health status of enrollees who have chosen their plans.

Marketplace Decisions — The state will reshape its role in health care from that of
a centralized decision maker that creates and manages health care services to a
purchaser of health care services responsible for ensuring the systems of care
delivery meet the higher standards and follow the rules for ensuring delivery of
quality services. In this new environment, market competition will inspire
innovation and efficiency in Medicaid coverage. Managed care plans will have
the ability to create customized packages to meet the needs of specific Medicaid
groups. Florida expects that the benefits offered will be at least comparable to
health care coverage in the private market and provide for increased access to
care. For the first time, Medicaid enrollees will be able to measure the
performance of the care delivery system and, through the exercise of choice,
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have a direct impact on the system — which today is not possible in the fee-for-
service environment.

Bridging Public and Private Coverage — Individuals with access to employer-
sponsored insurance (ESI) coverage will be offered the choice to “opt out” of
Medicaid. Individuals will be able to decide this at the time of eligibility
determination or at any time they are offered access to an ESI plan. This choice
will help bridge the gap to independence by providing individuals with a subsidy
to move to private health insurance coverage.

Sustainable Growth Rate — Medicaid will move to a premium-based system. In
this model, the state will set aside a specific amount of money for each person
enrolied in Medicaid. Each managed care entity’s premium will be risk adjusted
for health status to better reflect utilization of medical services by its enrollees.
Additionally, Florida will establish a maximum benefit limit similar to what already
exists in private insurance.

These principles will empower participants, provide flexibility to providers, and facilitate
program management for government. This philosophy builds upon the themes
expressed in the President’'s New Freedom Initiative by providing individuals greater
opportunity to take charge of their health care needs.

Under Florida Medicaid Reform, there are four fundamentai elements:

Risk-Adjusted Premiums will be developed for Medicaid enrollees in managed care
plans. The premium will have two components, comprehensive care and catastrophic
care, and will be actuarially comparable to all services covered under the current Florida
Medicaid program. All Medicaid Reform enrollees will have access to the full premium
when choosing a managed care plan. The risk-adjusted premium will minimize the
phenomenon of “adverse selection,” and in fact, provides an incentive for plans to take
all necessary steps to identify Medicaid enrollees who have undiagnosed chronic
conditions. Once a Medicaid enrollee has chosen a plan, the plan may receive a higher
premium only if the enrollee has been diagnosed with a condition that merits the
additional premium. Of course, once a plan has identified someone with a chronic
condition, it is then to the plan’s financial benefit to properly manage the enroliee’s
condition so as to avoid higher cost services typical of untreated chronic conditions.

Enhanced Benefits Accounts will be established to provide incentives to Medicaid
Reform enrollees for healthy behaviors. For instance, if people with diabetes, asthma or
heart disease participate in a disease management program, they could earn the
incentive. Or, if a smoker’s plan offers a smoking cessation program, they could earn
the incentive by participating in the program. As enrollees earn access to these
incentives, funds will be deposited into individual Enhanced Benefits Accounts, and
enrollees may use these funds to offset health-care-related costs, such as over-the-
counter pharmaceuticals, vitamins etc. Enrollees who participate in Medicaid Reform,
but who later lose Medicaid eligibility will retain access to funds in their Enhanced
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Benefits Accounts. These individuals will be eligible for Medicaid only through the
waiver and only for purposes of drawing down enhanced benefits funds earned prior to
loss of Medicaid eligibility. They will not be eligible for any other Medicaid benefits.
These individuals will be considered an expansion population under the waiver.

Employer-Sponsored Insurance (ESI) option will provide individuals with the opportunity
to use their premiums to “opt out” of Medicaid to purchase insurance through the
workplace. Individuals eligible for Medicaid will be able to direct their premiums for use
as a subsidy for the employee share of ESI, or as premium payment into a private plan
if the individual is self-employed. If the ESI share or self-employed insured premium is
greater than the Medicaid premium, the enrollee will be responsible to pay the additional
amount.

Low-Income Pool (LIP) will be established and maintained by the state to provide direct
payment and distributions to safety net providers in the state for the purpose of
providing coverage to the uninsured. Funds will be distributed to safety net providers
that meet certain state and federal requirements.

Florida Medicaid Reform will introduce more individual choice, increase access, and
improve quality and efficiency while stabilizing cost. The state believes more integrated
models that expand the medical home concept to manage all care provides additional
opportunity to better manage care. Therefore, the state will increase the number of
individuals enrolled in comprehensive plans that are capable of managing all of an
individual’s care. In addition, the state will allow flexibility to plans to structure benefit
packages to better serve individuals — while ensuring that benefits offered are
actuarially comparable to the needs of the population.

The state is seeking to increase the number of individuals in a capitated or premium-
based managed care program and reduce the number of individuals in a fee-for-service
program. Specifically, under Medicaid Reform many of the individuals currently in a fee-
for-service program would move to a plan that is responsible for coordinating, managing
and being held accountable for all of their care. Appendix | provides an overview of
Florida managed care programs. The state anticipates that comprehensive plans,
compared to limited-benefit carve-out programs, will improve health outcomes and
reduce inappropriate utilization. The state will demonstrate that by moving most
recipients into a coordinated care-managed environment, the overall health of Florida’s
most vulnerable citizens will improve.

Moving from fee-for-service to a premium-based environment will serve as an effective
deterrent against fraud and abuse. The state will maintain strict oversight of managed
care plans and will adapt its fraud efforts to surveillance of fraud and abuse within the
managed care system — a prospect that will lead to more efficient efforts than the
current system of monitoring approximately 80,000 providers and more than 140 million
claims. Providers will be held accountable by managed care plans, as well as by
Medicaid recipients, who will be more involved with providers during the treatment of
their health care needs.
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In addition, the state will provide these managed care plans with additional flexibility in
creating benefit packages to meet the needs of specific groups. The state anticipates
that the added flexibility in developing a benefit package will increase plan participation
and provide additional choice to individuals. While plans currently have the ability to
provide additional services as well as substitute services, expansion of services is
limited because of the requirement to provide a “standard set” of services. Through this
reform initiative, flexibility in structuring the comprehensive benefit package will provide
plans the ability to substitute services and cover services that would otherwise not be
covered by traditional Medicaid.

The state will implement Medicaid Reform in phases, and, upon full implementation, the
Medicaid Reform Model will be the primary delivery system statewide. The state will
include other waiver programs in the Medicaid Reform Model as it expands.

The 2005 Florida Legislature passed Senate Bill (SB) 838 authorizing the Agency to
seek an experimental, pilot, or demonstration project waiver, pursuant to section 1115
of the Social Security Act (SSA) to create a statewide initiative to provide a more
efficient and effective service delivery system that enhances quality of care and
outcomes in the Florida Medicaid Program.

To effectively implement the program, Florida is requesting a section 1115 Research
and Demonstration waiver in order to waive statutory provisions under section 1902 of
the Social Security Act and obtain expenditure authority that permits the state to provide
maximum flexibility in administering Florida’s Medicaid program. Specifically, the state
requests waivers of statutory provisions to provide for:

o Approval and federal financial participation (FFP) for Medicaid Reform benefits
with cost-sharing for all Medicaid eligibility categories participating in the waiver.

¢ Approval and FFP for the ESI option with cost-sharing, if applicable.

e Approval and FFP for enhanced benefits expenditure.

e Approval and FFP for the expansion population (e.g. persons who have lost
Medicaid eligibility) to provide access to accrued balances in the Enhanced
Benefits Account for individuals below 200% of the federal poverty level (FPL)

who would otherwise not be eligible for Medicaid.

e Approval and FFP for funds disbursed through the Low-Income Pool to eligible
providers.
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lll. Eligibility and Enroliment
A. Eligibility for Medicaid

The Department of Children and Families (DCF) is the administering agency
responsible for processing Medicaid applications and determining Medicaid eligibility.
The state will continue to use the same application and eligibility processes for all
individuals, including participants in Medicaid Reform. Current income and asset limits
will apply under Medicaid Reform, as will current residency and citizenship standards.
There will be no limit on the number of individuals eligible for Medicaid as specified in
the State Plan. The state assures that all applications will be processed in a timely
manner. Eligibility will be limited to emergency services until an individual selects or is
assigned to a managed care plan. If the individual does not select a plan in a timely
manner, eligibility for full benefits will be delayed and not meet the timeline specified in
42 CFR 435.911.

B. Eligibility for Medicaid Reform

During the initial phase, participation in Medicaid Reform will be mandatory for two
eligibility groups currently covered by Florida Medicaid. The first group is the 1931
eligibles and related group, herein referred to as the TANF and TANF-related eligibility
group. The second is the Aged and Disabled group.

1. Mandatory Population

a. TANF and TANF-Related Group - 1931 Eligibles:

o Families whose income is below the TANF limit (23% of the FPL or
$303 per month for a family of 3) with assets less than $2,000.

e Poverty-related children whose family income exceeds the TANF limit
as follows:
o up to age one, family income up to 200% FPL
o up to age 6, family income up to 133% of FPL
o up to age 21, family income up to 100% FPL

b. Aged and Disabled Group:

e The aged and disabled, comprising persons receiving SS| cash assistance
whose eligibility is determined by SSA (income limit approximately 75% of
the FPL; asset limit for an individual is $2,000).

e Children eligible under SSI.
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The above groups are referred to as mandatory populations, with the exception
of poverty level children up to age one with family income above 185 percent of
FPL but below 200 percent of FPL.

2. Voluntary Populations:

The following individuals eligible under the above groups will be excluded from
mandatory participation during the initial phase:

¢ individuals residing in an institution such as a nursing home, sub-acute
inpatient psychiatric facility for individuals under the age of 21, or an ICF-
DD;

e children with chronic conditions who participate in Children’s Medical

Services;

foster care children;

individuals diagnosed with developmental disabilities;

individuals eligible under a hospice-related eligibility group;

pregnant women with incomes above the 1931 poverty level; and

individuals with Medicare coverage.

During the initial phase, these individuals may voluntarily participate in Medicaid
Reform. The state anticipates that during subsequent phases, individuals
identified as voluntary in the above groups, as well as additional eligibility groups
not included during the initial phase-in, will be mandated to participate in
Medicaid Reform. Specifically, children with chronic conditions participating in
Children’s Medical Services, foster care children and individuals with
developmental disabilities will be required to participate in a reform program upon
development and implementation of networks to meet their needs, as specified in
Section VI, Delivery Networks.

Individuals eligible for both Medicare and Medicaid will be required to participate
in Medicaid Reform upon the development and inclusion of an integrated service
delivery system for individuals aged 60 and older.

3. Expansion Population:

Individuals with incomes of less than 200 percent FPL, regardless of assets, who
lose eligibility for Medicaid, will continue to have limited eligibility under Medicaid
Reform. This expansion population retains Medicaid eligibility solely to access
accrued funds in their individual Enhanced Benefit Account. The expansion
eligibles will receive no other Medicaid benefits. The expansion population will
be limited to individuals who have accrued funds in an individual enhanced
benefit account.
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C. Enroliment and Disenroliment

Within each demonstration area the state will stagger the transition for enroliment of
mandatory populations into Medicaid Reform.

1. New Medicaid Enrollees:

At the time of eligibility determination, individuals in mandatory populations will
receive information about the managed care plan choices in their area. They will
be informed of their estimated premium based on information provided to DCF,
and they will be informed of their option to select an authorized managed care
plan or opt out of Medicaid. Individuals will be given the opportunity to meet with
a choice counselor (either state-employed or state-designated) to obtain
additional information in making a choice. If they opt out, they can use their
premium to pay for employer-sponsored insurance, or private health insurance if
they are self-employed. They will be required to select a plan or opt out within 30
days of eligibility. If the individual does not select a plan or opt out within the 30-
day period, the state will auto-assign the individual. Once individuals have made
their choice, they will be able to contact the state or the state’s designated choice
counselor to register their plan selection. The eligibility process will be
considered complete once the individual has selected a managed care plan or
has chosen to opt out of Medicaid. Until the individual makes a choice, or the
individual is auto-assigned, the individual is not considered enrolled in Medicaid
and is eligible for emergency services only.

2. Current Medicaid Enrollees:

For current Medicaid enrollees in a mandatory population residing in a
demonstration area, a staggered transition to enrollment in Medicaid Reform will
occur. Current Medicaid enrollees who are enrolled in a managed care plan or
the MediPass program will be required to enroll in a reform plan at the time of
their eligibility redetermination, or their open enrollment period, whichever is
sooner. During the transition period, current enrollees will be able to remain with
their current managed care pian if it continues to provide the currently contracted
package, either under the current contract or as a reform plan with the same
benefit package. The state may create an open enroliment process for all
enrollees in a plan if the plan no longer has a contract with the state or develops
a plan that is different from the current managed care plan without maintaining
the current benefit package. In this instance, since the plan is different, the state
will allow all enrollees in the plan to remain enrolled in the plan or select a new
reform plan.

Once an individual is redetermined eligible for Medicaid, enrollees will have 30
days to make a choice of a reform plan. If the individual does not make a
selection, the state will auto-assign the individual to a reform plan to ensure that
services will continue uninterrupted.
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Medicaid recipients in the demonstration areas who are not currently enrolled in
a capitated managed care plan upon implementation of Reform will have the
opportunity to enroll in a managed care plan at the time of annual eligibility
redetermination. An information and redetermination packet will be sent to the
enrollee at least 45 days prior to the redetermination date. This packet will
include information on the managed care plan choices in the area information on
the opt-out option. The individual may choose to meet with a choice counselor to
discuss the options. If the individual does not make a selection, the state will
auto-assign the individual to a managed care plan to ensure that services will
continue uninterrupted.

All current enrollees may voluntarily elect to enroll in a reform plan prior to their
redetermination period. The state will treat the request to disenroll from the
current plan as a good cause disenrollment request and allow the individual to
enroll in the reform plan. In addition, all current Medicaid enrollees, regardless of
the delivery system in which they are enrolled prior to Reform, may opt out of
Medicaid at any time after the demonstration implementation date in their area.
Please see Section V for more information.

3. Auto-Assignment

Each enrollee will be given 30 days to select a managed care plan after being
determined eligible for Medicaid. Within the 30-day period, the state or state’s
designated choice counselor will provide information to the individuals to
encourage an active selection. Enrollees that fail to choose within this timeframe
will be auto-assigned to a managed care plan. At a minimum, the state will use
the criteria listed below when assigning an enrollee to a managed care plan.
When more than one managed care plan meets the assignment criteria, the state
will make enrollee assignments consecutively by family unit. The criteria are:

e A managed care plan has sufficient provider network capacity to meet the
need of enrollees.

» The managed care plan has previously enrolled the enrollee as a member,
or one of the plan’s primary care providers has previously provided health
care to the enrollee.

e The state has knowledge that the enrollee has previously expressed a
preference for a particular managed care plan as indicated by Medicaid
fee-for-service claims data, but has failed to make a choice.

e The managed care plan's primary care providers are geographically
accessible to the recipient's residence.

For an enrollee who is also a recipient of Supplemental Security Income (SSl),
prior to assigning the SSI recipient to a managed care plan, the state will
determine whether the SSI recipient has an ongoing relationship with a provider
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or managed care plan. If so, the state will assign the SSI recipient to that
managed care plan whenever feasible. This will allow the state to facilitate
continuity of care for SSI recipients who have an ongoing relationship with a
provider. Those SSI recipients who do not have such a provider relationship will
be assigned to a managed care plan using the assignment criteria previously
outlined.

4, Lock-In/Disenroliment

Once a mandatory enrollee has selected or been assigned to a managed care
plan, the enrollee will have 90 days in which to voluntarily disenroll and select
another managed care plan. After 90 days, the enrollee will be locked-in for a
period of 12 months, and no further changes may be made until the next open
enroliment period, except for cause. Cause shall include: enrollee moves out of
the plan’s service area; enrollee needs related services to be performed at the
same time, but not all related services are available within the network; and the
enrollee’s primary care provider or another provider determines that receiving the
services separately would subject the enrollee to unnecessary risk. Other
reasons for cause may include but are not limited to: quality of care, lack of
access to necessary services, an unreasonable delay or denial of services,
inordinate or inappropriate changes of primary care providers, service access
impairments due to significant changes in the geographic location of services, or
fraudulent enroliment. Enroliees may transfer between primary care providers
within the same managed care plan. Voluntary enrollees may disenroll from the
reform plan at any time.

The choice counselor will record the plan change/disenroliment reason for all
recipients who request such a change. The state or the choice counselor will be
responsible for processing all enroliments and disenrollments.

The state assures CMS that it complies with Section 1932(a)(4) and 42 CFR
438.56, insofar as the provisions are applicable.
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5. Opt-Out: Employer-Sponsored Insurance

Enrollees will be able to opt out of Medicaid at any time to enroll in an employer-
sponsored insurance program. The decision to opt out of Medicaid and elect
employer-sponsored insurance is completely voluntary. The state will provide an
enroliee who chooses to opt out of Medicaid and enroll in an ESI plan with a 90-
day change period. However, an enroliee who chooses to opt out of Medicaid
and enrolls in an ESI plan may not have the entire 90-days to switch plans or opt
back into a Medicaid managed care plan. The change period may be limited by
the employer’s open enroliment period. During the change period the enrollee -
may opt back in to Medicaid and select a managed care plan. After the change
period, no further changes may be made until the individual's open enroliment
period, the next employer-sponsored open enroliment period, certain qualifying
events, or unless the enrollee no longer has access to employer-sponsored
insurance.

6. Re-enrollment:

In instances of a temporary loss of Medicaid eligibility, which the state is defining
as six months or less, the state will re-enroll reform enrollees in the same health
plan they were enrolled in prior to the temporary loss of eligibility. The state
believes that such re-enroliment will promote increased preventive services,
maximize continuity of care, and foster continued provider retationships.

D. Information and Choice: The Choice Counselor

1. Enrollee Choice

Enrollees in the demonstration sites will initially have the choice of enrolling in a
reform plan or to opt out of Medicaid. At a minimum, an individual in a
demonstration area will have a choice of the following:

¢ One reform plan and MediPass;
e Two or more reform plans

The state assures CMS that it will comply with section 1932(a)(3) and 42 CFR
438.52, relating to choice since at least two options will be available in all
demonstration areas. Recognizing the unique attributes of Florida’s rural
communities, the state will foster the development of networks and plans in rural
areas in an effort to provide individuals with two or more options.

2. Enrollee Information

The state intends to contract with an independent choice counselor to ensure
that enrollees are provided with full and complete information about managed
care plan choices and the ability to opt out of Medicaid. As directed by the
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Legislature, the state will develop a choice counseling system that promotes
health literacy and provides information aimed to reduce minority health
disparities thorough outreach activities. As defined in Healthy Peopie 2010,
health literacy is the degree to which individuals have the capacity to obtain,
process, and understand basic heaith information and services needed to make
appropriate health decisions, including the selection of a managed care plan.
The choice counselor will provide information regarding an individual’s choice to
select a reform plan or opt-out of Medicaid while promoting health literacy to
ensure that information is effectively communicated and understood.

Through the choice counselor the state will develop an extensive enrollee
education and rating system so individuals will fully understand their choices and
be able to make an informed selection. Outcomes important to enrollees will be
measured consistently for each plan, and the data will be made available
publicly. Specifically, the choice counselor will provide information on either
selecting a reform plan or opting out of Medicaid.

The choice counselor will provide information to individuals interested in opting
out, explain the concept and reenroliment provisions and provide contact
information regarding the administrator. The choice counselor will assist the
individual in making an informed choice about opt-out by highlighting information
the individual will need to consider in order to make a fully informed choice.
Individuals interested in opt-out will be encouraged to contact their employer and
the state’s contract administrator for the opt-out program for additional
information. The choice counselor will collect information on whether the
individual has access to health insurance. At a minimum, the choice counselor
will encourage the individual to determine availabie health insurance; when the
individual can enroll; review of cost-sharing requirements of the plan; information
about preexisting conditions clauses; and whether individual or family coverage
is available. The choice counselor will then refer the individual to the state’s
administrator, which will assist the individual in the opt-out process. Specifically,
the administrator will contact the employer and verify available health insurance.
To ensure enrollees understand this option, the administrator may periodically
contact individuals regarding the opt-out option. This outreach process will
enhance awareness of the program and help ensure coordination with the
employer’s time frame for open enroliment and qualifying events.

As it does now, the state or the state’s designated choice counselor will provide
information about each plan’s coverage in accordance with federal requirements.
Additional information will include, but is not limited to, benefits and benefit
limitations, cost-sharing requirements, network information, contact information,
performance measures, results of consumer satisfaction reviews, and data on
access to preventive services. Individuals will be assured of equal value among
plans since all plans will be actuarially equivalent. In addition, the state will
supplement coverage information by providing performance information on each
plan. Information provided may include medical loss ratios that indicate the
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percentage of the premium dollar attributable to direct services, enrollee
satisfaction surveys and performance data. To ensure the information is as
helpful as possible, the state may synthesize information into a coherent rating
system. Such a system will better convey the performance of the managed care
plans in an easy-to-understand format. Finally, as an additional safeguard, the
state will develop a system to ensure that there is a record of an individual’s
acknowledgement that choice counseling has been provided. ‘

One of the goals of choice counseling will be to improve health literacy by
increasing an individual's exposure to and ability to search for, obtain, and use
health information. The goal of the health literacy component is to educate
individuals about gaining access to the managed care plan. The state believes
that by increasing health literacy levels this will assist individuals in making
informed choices in selecting a plan that meets their needs which will result in an
increase in demand for appropriate services and decrease demand for
inappropriate services. The overall result will improve the health status of all
Medicaid enrollees. The state will also encourage each plan to use alternative
mechanisms for dissemination of materials to promote health literacy, such as
Internet, case management or similar programs.

Choice counseling materials will be provided in a variety of ways including print,
telephone, and face-to-face. All written materials shall be at the fourth-grade
reading level and available in a language other than English when five percent of
the county speaks a language other than English. Choice counseling shall also
provide oral interpretation services, regardless of the language, and other
services for impaired recipients, such as TTD/TTY. Individuals will be able to
contact the state or the state’s designated choice counselor to obtain additional
information. The state or the choice counselor will operate a toll-free number that
individuals may call to ask questions and obtain assistance on managed care
options. The call center will be operational during business days, with extended
hours, and will be staffed with professionals qualified to address the needs of the
enrollees and potential enrollees.

The state assures CMS that it will provide information in accordance with Section
1932(a)(5) of the Act and 42 CFR 438.10, Information Requirements.

The state or the state’s designated choice counselor will retain responsibility for
all enrollment and disenroliment activities into managed care plans.

E. Marketing

Approved managed care plans will be allowed to market to individuals within the
parameters defined by law to prevent inappropriate or unfair marketing. With prior
approval from the state, direct marketing will be permitted and may include direct
mailings, health fairs, and other activities. The state will assure that all plans comply
with section 1932(d)(2) of the Act and 42 CFR 438.104, Marketing Activities.
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All materials provided by the plans will meet the requirements at 42 CFR 438.10,
Informing Requirements, including being written at a fourth-grade reading level. The
state will require translation of all enroliment and marketing materials in areas where a
specific language is spoken by five percent or more of the population. In addition, the
choice counselor and plans will provide oral translation services to all individuals,
regardiess of the language spoken. Plans will be required to have TTY/TDD service
available for enrollees with hearing and speech impairments.

In addition, the state will maintain strict oversight of marketing activities. The state will
continue to apply and enforce federal and state marketing restrictions that currently
apply to plans. In addition to the federal requirements, Florida law prohibits plans from
offering gifts or other incentives to potential enrollees and managed care plans from
providing inducements to Medicaid recipients to select their plans or from prejudicing
Medicaid recipients against other managed care plans.

15 August 30, 2005



Florida Medicaid Reform
Application for 1115 Research and Demonstration Waiver

IV. Benefits

Medicaid Reform will provide individuals with health care options that will allow them to
better manage their health care and will serve as a bridge to private coverage options.
Currently, the Medicaid benefit package is one-size-fits all, leaving Medicaid enrollees
with a single option for services, regardless of need. In many of the benefit “silos” that
exist today, there are statewide limits and caps on various services that have varying
impact on local populations. For example, a cap on outpatient hospital services, while
having a minimal impact on a recipient in an urban or suburban area due to other
outpatient-based alternatives, has a definitive impact on a recipient in a rural community
where other outpatient options may be limited. Similarly, limits on home health visits,
various diagnostic services or pharmaceutical limitations that are developed on a
statewide basis may have varying degrees of impact on the population. Medicaid
Reform will provide health plans with the flexibility to develop customized benefit
packages that better fit and are more appropriate for Medicaid enrollees. Since these
plans will be defined locally and will likely take advantage of varying strengths of the
providers in that community, they will be more appropriate to the needs of that particular
population. Such packages will more closely resemble private plans, yet will be
actuarially equivalent to the current Medicaid benefit package. The state expects that
additional flexibility in benefit design will result in competition-inspired innovation and
efficiency that will increase individual access to care. Each plan will face the
competitive pressure of offering the richest possible package within the limits of the
premium offered by the state. As the delivery of medicine changes, so will the benefit
packages. As an example, while inpatient hospitalization was the largest funding
category within Medicaid 10 years ago, today prescription costs have outpaced inpatient
hospitalization. Drawing upon this experience, as each plan better manages the higher-
cost services and shifts to the outpatient options that advances in medicine allow, each
plan will likely shift its benefit offerings. At all times, the state will ensure that services
like inpatient hospitalization are available at an actuarially appropriate level based upon
the utilization patterns of the recipients. The state seeks to ensure that needed services
are covered and provided. With increased choices, individuals will be able to use their
premium to select benefit plans that best meet their needs.

Each health care plan will submit its proposed benefit package to the state for prior
approval. The state will evaluate the proposed benefit package using a two-pronged
test: (1) actuarial equivalency and (2) sufficiency of benefits.

To encourage wide health plan participation in Medicaid Reform, the state will separate
the Medicaid premium into two components — comprehensive care and catastrophic
care. The state will develop premiums based on historical utilization for both
components. Participating health plans will assume financial risk for the comprehensive
care component. However the state will establish criteria to allow some health plans to
choose whether or not they will assume risk for the catastrophic care component.
(Refer to Section IV: Delivery System for criteria.) If the plan chooses not to assume the
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risk for the catastrophic care component, the state will retain financial responsibility for
costs that exceed the catastrophic threshold. An example of the potential need to allow
a plan the option not to accept catastrophic risk would be in the rural communities
where the “critical mass” of lives may not be sufficient for a plan to absorb all the risk.

In instances like this, in an effort to encourage a plan to serve the rural community, the
state may permit an otherwise fully licensed managed care plan to serve the community
while the state retains the risk for the catastrophic component. In this case, the state
would pay only the comprehensive care portion of the premium to the plan, and retain
the catastrophic portion.

Finally, Medicaid Reform will create the Enhanced Benefit plan, which the state will fund
through savings. The purpose of the Enhanced Benefit plan is to offer incentives to
enrollees to participate in wellness activities. These activities will be designed to
improve and/or maintain the enrollee’s health. Medicaid Reform enrollees can earn
healthy behavior credits that will be deposited into an Enhanced Benefit Account they
can use for out-of-pocket medical expenses. Rewarding healthy behavior helps both
the enrollees and the state — enrollees are healthier, and, when enrollees are healthier,
the state saves money.

These three elements — customized benefit packages, comprehensive and catastrophic
care component, and the Enhanced Benefit Plan — form the core of a consumer-driven
and market-inspired reformed Medicaid benefit package.

A. Customized Benefit Packages

A major element of Medicaid Reform is the ability of health plans to develop customized
benefit packages targeted to specific populations. These customized benefit packages
will foster enrollee choice and will enable enrollees to access the health care services
they need. Additionally, it is expected that these customized benefit plans wiil resemble
private insurance plans, further bridging public and private coverage.

Reform benefit packages may look different from traditional Medicaid in several ways.
In order to provide additional or special services to the targeted population, these
tailored benefit packages may vary the amount, duration and scope of some services
and may contain service-specific coverage limits, such as the number of visits or dollar
cost. All packages must cover mandatory Medicaid services, including medically
necessary services for pregnant women and EPSDT services for children under age 21.
It is also expected that managed care plans will develop reform benefit packages to
cover most optional services. In addition, managed care plans may also cover services
not currently offered under the State Plan, such as adult dental care. Refer to Appendix
1l for a listing of mandatory and optional services covered under Florida’s State Plan.
Services not included in an approved benefit package, or that exceed those in an
approved benefit package, will be considered non-covered services.

All benefit packages must be prior-approved by the state and must be at least
actuarially equivalent to the services provided to the target population under the current
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State Plan benefit package. In addition to being actuarially equivalent to the value of
traditional Medicaid services, each managed care plan’s customized benefit package
must pass a sufficiency test to ensure that it is sufficient to meet the medical needs of
the target population (e.g., TANF, aged and disabled, etc.). See below for more detail.

While one of the major principles the state seeks to test is the variation of amount,
duration and scope, plans are not required to change benefit packages and may choose
to offer a benefit package that mirrors current coverage levels. Actual benefit packages
will depend on market innovation and the population the plan seeks to serve and will be
reviewed annually by the state.

1. Actuarial Equivalency

The state will evaluate each proposed customized benefit plan for actuarial
equivalence to the current Medicaid State Plan. To do this, the state will use a
Benefit Plan Evaluation Model that: 1) compares the value of the level of
benefits in the proposed package to the value of the current State Plan package
for the average member of the population and 2) ensures that the overall level of
benefits is appropriate.

Actuarial equivalence is evaluated at the target population level and is measured
based on that population’s historical utilization of services for current Medicaid
State Plan services. This process will ensure that, given a specified Medicaid
target population and its historical utilization, the expected claim cost levels of all
reform plans are equal (using a common benchmark reimbursement structure) to
the level of the historic fee-for-service plan. The state will use this as the first
threshold to evaluate the customized benefit package submitted by a plan to
ensure that the package earns the premium established by the state. In
assessing actuarial equivalency, the evaluation model will consider the following
components of the benefit package: services covered; cost sharing; additional
benefits offered, if any; and any global limits. Additional services offered by the
plan will be considered a component of the plan’s customized benefits and not a
component of the Enhanced Benefit plan.

2. Sufficiency

In addition to meeting the actuarial equivalence test, each health plan’s proposed
customized benefit package must meet state-established standards of benefit
sufficiency. These standards will be based on the target population’s historic use
of Medicaid State Plan services. In this evaluation the state will identify specific
services (e.g., inpatient hospital, outpatient physician care, behavioral health,
and prescription drugs) and will evaluate each proposed benefit plan against the
sufficiency standard to ensure that the proposed benefits are adequate to cover
the needs of the vast majority of enrollees. The sufficiency standard for a service
may be based on the proportion of the historical utilization for target population
that is expected to exceed the plan’s proposed benefit level. For example, the
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sufficiency standard for physician services may be established at 95 percent of
historical utilization for SSI eligibles.

Thus, in order for a health plan to obtain state prior approval of its proposed
customized benefit package, the proposed benefit package must be actuarially
equivalent to the current Medicaid State Plan benefits for each target population
and must cover key benefits at a level sufficient to meet the needs of the target
population. The state believes that the flexibility to offer customized benefit
packages, combined with the two-pronged Benefit Plan Evaluation Model, will
ensure optimal benefit packages for Medicaid Reform enrollees. Please see
Appendix IV for the Benefit Plan Evaluation Prototype, which provides a copy of
the draft protocol.

The state will evaluate service utilization on an annual basis and use this
information to update the prototype to ensure that actuarial equivalence
calculations and sufficiency thresholds reflect current utilization levels.

B. Comprehensive and Catastrophic Components

In a traditional capitated environment, a health plan receives one premium for managing
financial risk and coordinating all care for an enrollee. This includes managing the
financial risk of serving both the vast majority of Medicaid cases as well as those
relatively few individuals who experience very high medical expenditures. To foster
greater health plan participation, Medicaid Reform will divide the Medicaid risk into two
components: comprehensive and catastrophic.

The state will establish an aggregate premium based on historical utilization of currently
covered mandatory and optional services. Based on this aggregate premium, the state
will develop a premium for each component. The comprehensive care component
includes the Medicaid services that the majority of Medicaid enrollees will need and is
expected to represent approximately 90 percent of historical medical expenditures. The
catastrophic care component is designed to meet the needs of the limited number of
Medicaid enrollees who have unusually high costs in any particular year. All reform
plans will assume the comprehensive risk for their enrollees. For each target population
served, plans may choose whether to assume the catastrophic risk as well.

The state believes that by establishing criteria that make the assumption of financial risk
for the catastrophic component optional for select managed care plans, Medicaid
Reform will: 1) promote managed care competition in all areas of the state including
rural and underserved areas, and 2) attract new types of health plans to the Medicaid
market. This further maximizes an individual’s choice of available managed care plans.
Individuals will have access to services covered by both premiums, regardless of
whether their health plan or the state assumes the risk for the catastrophic component.
In all cases, the model of payment of the premium will be invisible to the recipient, and
will be a contractual issue between the plan and the state. The enrollee’s services will
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be provided seamlessly, regardless of how the premium is paid to the plan. Information
on each component is provided below.

In development of the comprehensive benefits plan, the state recognizes the need for
safeguards to ensure appropriate and adequate care for enrollees moving from
comprehensive to catastrophic care. Thus, the state will require the following:

e Integrated Plan Design — One of the design options the state considered was
to establish two separate plan designs, one for comprehensive and one for
catastrophic. Under this scenario the catastrophic care plan would be a pre-
determined set of benefits, established separately from the benefit limits in
each customized benefit package. However, this design option leaves open
the possibility that an individual could have a “doughnut hole” situation where
the comprehensive plan exhausts its benefits, but the catastrophic plan does
not yet pick up coverage.

The state did not want to create a scenario where there may be gaps in
coverage. The decision was made to craft the catastrophic care plan in an
integrated fashion with the comprehensive care plan. Thus, the customized
benefit package proposed by the health plan defines the set of covered
benefits for the individual.

o Seamless Care — The Medicaid Reform enrollee will have access to the value
of the entire premium, both comprehensive and catastrophic. Enrollees need
not be concerned with whether their plan has accepted risk for the
catastrophic care plan or whether the state is at risk for this premium. As
indicated above, health plans will be required to coordinate and manage all
care, comprehensive and catastrophic, regardless of whether the entity has
assumed financial risk for the catastrophic component. This ensures a
seamless delivery system for the enrollee.

It is important to note that the comprehensive/catastrophic distinction is with respect to
development of the premium and related only to the risk level the plan will retain. From
the enrollee’s perspective there is only one benefit package, specifically the package
chosen, and coverage is seamless. Under this model, the combination of the
comprehensive and catastrophic components is subject to the overall limits of the
customized benefit package. The sole exception to that statement is hospital inpatient
stays, which are discussed in more detail later.

1. Comprehensive Component

The comprehensive care component of the Medicaid premium will provide heaith
care coverage to Medicaid Reform enrollees. It is expected to represent
approximately 90 percent of expected medical expenditures for the reform
recipients. This component will cover 100 percent of the cost of an enrollee’s
care, less any required enrollee cost sharing, until that care reaches a pre-
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established threshold. At that time the expenses for care, less any required plan
co-insurance, become subject to the catastrophic component. Through a plan
cost sharing mechanism, a small portion of the expenses over the threshold will
be retained within the comprehensive component of the premium to ensure that
plans not bearing catastrophic risk have financial motivation to continue to
manage care efficiently. The actual proportion of the total premium dedicated to
the comprehensive component will depend upon the threshold level and the post-
threshold plan co-insurance established for the catastrophic component. The
proportion may vary among target populations.

Initially, comprehensive care premiums may be based on eligibility groups, age,
and gender for a specified geographic area and then risk adjusted for health
status. Health plans will be at risk for the comprehensive care premium and will
provide all services outlined in their customized benefit packages approved by
the state. The comprehensive care component wili include most services for
most Medicaid enrollees and must be sufficient to meet the needs of the target
population. .

2. Catastrophic Component

The catastrophic premium component covers the bulk of an individual’s medical
expenses, less any required plan cost sharing, after those expenses exceed a
pre-established catastrophic threshold. The state will establish criteria that offers
some health plans a financial choice for managing high cost cases — accept the
premium and self-insure, or reject the premium and have the state act as re-
insurer. The option to accept the catastrophic component will be limited to areas
where there are no HMOs as of the implementation date. For counties in which
there is an HMO operating, licensed managed care plans will be required to
assume financial responsibility for both comprehensive and catastrophic
coverage. PSNs will have the option to assume financial responsibility for
catastrophic coverage only when they meet financial standards consistent with
requirements in Chapter 641. Health plans with experience serving the Medicaid
market and operating in a risk-based environment will likely choose to accept the
catastrophic premium and the associated risk. Newly established health plans or
those new to a risk-based environment will likely choose to forgo the catastrophic
premium and let the state act as a re-insurer for high-cost cases.

Health plans that have the option to assume financial risk and providing benefit
packages to more than one eligibility group or population may accept
catastrophic risk for one population but not another. Health plans cannot choose
to accept catastrophic risk on an individual recipient basis, nor can they change
the decision for a target population during a plan year. If a plan chooses not to
cover the catastrophic component, the state will retain the catastrophic premium
as a method to fund catastrophic coverage and maintain budget neutrality.
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Based on preliminary analysis, the state expects that less than 10 percent of the
aggregate premium will need to be allocated to the catastrophic care component.
The actual portion of premium dedicated to the catastrophic component will
depend on the established threshold level and plan cost sharing.

An individual's medical expenses become subject to catastrophic component
funding when one of two defined thresholds is reached: dollar threshold or
inpatient day threshold. The established thresholds may vary across populations
(e.g., TANF vs aged and disabled) and across health plans as part of
negotiations to bring in new managed care entities.

Dollar Threshold: All health care expenditures for each individual will be
accumulated throughout the plan year and compared to a pre-established dollar
threshold. If an individual’'s expenses exceed that threshold, the remainder of the
expenses, excluding any required plan cost sharing, for that individual are
provided through the catastrophic premium component, up to a maximum per-
year benefit limit.

The state will establish the individual dollar threshold, which will be in effect for all
enrollees of the plan. The dollar threshold is derived from the historical utilization
analysis used to develop the comprehensive and catastrophic premiums. The
methodology for deriving the dollar threshold will be based on high-cost claims
analysis, the desired amount of the high-cost claims to be retained in the
comprehensive premium component (i.e., plan cost sharing), and the desired
percentage of medical expenses covered by the catastrophic component.

The maximum covered benefit level will be set at an extremely high level for all
Medicaid Reform enrollees, and once this maximum benefit level is reached,
further care for that individual becomes “uncompensated care” — which is similar
to what happens in the current Medicaid program for certain high-cost
procedures. For instance, the cost for transplants is currently set at a global rate,
which typically is set below hospital cost. Any cost incurred by the hospital
above the global rate is currently considered by the hospital to be
uncompensated. While the individual dollar threshold will be the primary
mechanism used to trigger catastrophic coverage, the state may use additional
mechanisms to reduce the amount of risk retained by a managed care plan to the
extent that such products are not available on the commercial market.

Inpatient Day Threshold: The current Medicaid State Plan limits Medicaid
coverage of inpatient hospital days to 45 days per state fiscal year for individuals
over age 21. ltis possible that a customized benefit plan may include fewer
covered inpatient hospital days, yet still meet the sufficiency test for certain target
populations (see above for description of the sufficiency test). The state desires
to provide up to 45 days of inpatient coverage regardless of the nominal limit
established by the health plan, and those excess days will be funded through the
catastrophic premium component.
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The state intends to establish catastrophic dollar thresholds and inpatient
sufficiency thresholds in such a manner as to make it highly unlikely that an
individual would exhaust his covered inpatient days prior to reaching the
catastrophic doliar threshold. However, to guard against the possibility that this
could occur and cause a gap in coverage, the state will establish a separate
inpatient day threshold that would trigger payment through the catastrophic
premium component for inpatient care that occurs after covered days are used
and prior to the dollar threshold being met.

Overall Maximum: The state will also establish an overall annual maximum
benefit level. The maximum benefit limit will be applied to all reform recipients
with the exception of children under age 21 and pregnant women. The actual
annual limit will be established in conjunction with development of the premium
components. The actual level will be sufficient to cover the needs of the vast
majority of enrollees. The annual limit further bridges the gap to private
insurance as aggregate limits are a common feature of most insurance policies.
The annual aggregate limit will provide an opportunity to control maximum
expenditures and thus impacts the premium development. This provides the
state additional flexibility in structuring benefits for the target population as an
alternative to the old method of creating specific limits for certain services. At the
same time the annual aggregate maximum limit also provides a safeguard to
enrollees as the annual limit will renew each year to cover additional services.

All health plans will be responsible for providing and coordinating all recipient benefits,
regardless of whether those benefits are being funded through the comprehensive or
catastrophic premium component and regardless of whether the plan has chosen to
bear financial risk for catastrophic care. For those plans that do not accept financial
risk, the state becomes the re-insurer, and the health care plan remits claims to the
state for services rendered under this component. The move from comprehensive to
catastrophic is seamless for the enrollee, and the enrollee does not know which health
plans are at risk for the catastrophic component.

Safeguards

The state has carefully designed the comprehensive and catastrophic care components
to minimize financial cost shifting and to maximize enrollee care. To ensure appropriate
financial incentives and minimize cost shifting, the state will require the following:

State notification - Health plans must notify the state when they have paid
claims reaching a specific amount, such as 50 percent of the catastrophic dollar
threshold. This puts the state on notice that an individual may reach the dollar or
inpatient day threshold during the fiscal year. This will also provide the state the
opportunity to intervene, through utilization review or peer review, if appropriate,
in the management of the delivery of care. The state may implement penalties if
a health plan fails to properly notify the state.
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Fee-for-service pricing - In keeping with the policy objective of the state to
move from the role of centralized decision maker to that of health care purchaser,
each health care plan will have the flexibility to reimburse its providers by the
method of its choosing, and in the amounts of its choosing. However, the state
was concerned that if the dollar threshold was based on health plan payment
schedules, those health plans choosing not to accept risk for the catastrophic
component would have less incentive to pay network providers efficiently for high
cost cases. Under this scenario, the health plan could pay providers
considerably more than market rates, yet still be protected from further financial
loss because the catastrophic care component wouid step in at a defined
amount.

To mitigate this possibility, each health plan will be required to maintain a
shadow claims process whereby all claims are re-priced at the Medicaid fee
schedule. An enroliee will reach the dollar threshold only when claims priced at
the Medicaid fee schedule reach the threshold, regardless of the actual rates
paid to network providers. Furthermore, “reinsurance” to the plan would be
based only on the Medicaid fee schedule.

Health care plan co-insurance - For those health plans that choose not to
accept risk for the catastrophic component, once an individual becomes eligible
for the catastrophic component, the state will act as the re-insurer and will pay
the catastrophic claims submitted by the health plan. The health plan continues
to manage and coordinate care for the Medicaid enrollee. However, the state
was concerned that there was not enough incentive for non-risk bearing plans to
appropriately manage care after the threshold is reached. To ensure that there is
adequate incentive for the plans to appropriately manage care once an individual
gets close to the dollar or inpatient day threshold, the health care plan will be
required to pay a co-insurance amount for each catastrophic claim and their on-
going cost. At this point the state anticipates this co-insurance will be minimal
and consistent with industry standards. Thus, once the threshold is crossed, the
state pays bulk of (e.g. 90 to 95 percent) the catastrophic claim based on the
Medicaid fee schedule, and the health plan pays the co-insurance (e.g. 5 to 10
percent) of the catastrophic claim along with any amount greater than the
Medicaid fee schedule and its own provider reimbursement arrangement. The
expected value of the plan coinsurance will be incorporated into the
comprehensive premium component — this provides plans the financial incentive
to manage the enrollee as they will keep the expected value of the coinsurance
for individuals who do not enter into the catastrophic component.

Cost Sharin

Under Medicaid Reform, cost-sharing requirements consistent with the currently
approved nominal levels in the State Plan may be imposed by managed care plans.
Current cost-sharing, including co-payments and co-insurances, are as follows:
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| Birthing Center $2 per day per provider

Chiropractic $1 per day per provider

Community Mental Health $2 per day per provider

Dental — Adult ] 5% co-insurance per procedure

FQHC $3 per day per provider

Home Health Agency $2 per day per provider

Hospital Inpatient $3 per admission

Hospital Outpatient $3 per visit

Independent Laboratory $1 per day per provider

Hospital Emergency Room 5% co-insurance up to the first $300 for each
non-emergent visit

Nurse Practitioner $2 per day per provider

Optometrist $2 per day per provider

Pharmacy 2.5% co-insurance up to the first $300 for a
maximum of $7.50 a month

Physician and Physician Assistant $2 per day per provider

Podiatrist $2 per day per provider

Portable X-Ray $1 per day per provider

Rural Health Clinic $3 per day per provider

Transportation $1 per trip

All individuals not exempt by federal regulation will be responsible for cost-sharing for
services under the comprehensive and catastrophic components. The state will review
and approve cost-sharing requirements as part of the benefit packages. Consistent with
42 CFR 447.53(b) cost-sharing will not be required for children through age 18,
pregnant women, institutionalized individuals, emergency service or for family planning
services and supplies. The state will also encourage managed care plans to reduce or
waive cost-sharing requirements for preventive services in order to increase access and
decrease dependence on more acute care services. Such services include, but are not
limited to, check-ups, vaccinations, pap smears, and certain prescribed medication.

The state believes that, due to the transparency of outcomes built into the reform —
particularly with each plan’s ability to maximize the number of people who receive
preventive services - plans will be incentivized to remove all barriers to preventive
services, — including waiving cost sharing for those services. When a co-payment or
co-insurance is required as part of the plan benefit structure, the provider will be
responsible for collecting payments from individuals.

C. Enhanced Benefits

One of the more innovative components of the demonstration will be to create an
Enhanced Benefits program for enrollees. The purpose of the Enhanced Benefit plan is
to offer incentives to enrollees to participate in wellness activities. The program will
provide a direct incentive to enrollees to take an active role in their health and further
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the consumer driven model as they will have direct control over funds earned. The
Enhanced Benefits plan will be funded through savings from the waiver. The state will
set aside an aggregate amount to fund enhanced benefits for each enrollee into an
Enhanced Benefit Account.

The Enhanced Benefit program is designed to maintain or improve the individual’s
health. Once an individual undertakes an approved activity, funds will be placed in an
account for the enrollee’s use. For purposes of drawing down federal match, the state
will consider the money spent once it is placed in the enrollee’s Enhanced Benefit
Account. The state will establish a process to reconcile and recoup unspent funds, as
outlined below. The process will include a return of the federal share of any amounts
recouped.

The state will establish uniform statewide standards governing administration and
access to accounts to ensure consistent and fair application. To ensure efficient and
effective operation, the state will establish eligibility and participation requirements that
will apply statewide to all enrollees. In addition, the state will develop an Enhanced
Benefit Panel to oversee policy development and envisions contracting with an
administrator to handle accounts.

1. Eligibility

All reform enrollees who select a reform managed care plan will be eligible to
participate in the Enhanced Benefit program. The state and the managed care
entities will provide information about participation in the enhanced benefits
program.

The state will establish a list of activities that wiil generate contributions to the
account. A menu of benefits or programs will be provided as will the individual
value of each item on the menu. Individuals must earn eligibility to access these
enhanced benefits by exercising personal responsibility and participating in
established healthy practices. Therefore, the amount available to individuals
from their enhanced benefit account will depend on the activities in which they
participate up to a maximum amount. Once an enrollee completes an approved
activity, the enrollee will be considered an active participant. The state will
deposit earned funds into an account for use by the enrollee. Additional funds
may be earned as the enrollee participates in additional activities. In no instance
will the individual receive cash.

Enhanced benefits will be available to individuals even after Medicaid eligibility
has ended. If an enrollee has funds in the Enhanced Benefit Account, when
eligibility ends, the enrollee may still use funds in the account to purchase
insurance, such as employer-sponsored insurance, COBRA or private insurance.
Individuals with incomes less then 200 percent of the Federal Poverty Level
(FPL) would retain access to funds for up to three years after a loss of eligibility.
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If an individual subsequently regains Medicaid eligibility, the enrollee will be
eligible to participate in the Enhanced Benefit plan and earn additional funds.

However, individuals will lose access to any unspent funds in the account if the
individual's income exceeded 200 percent of Federal Poverty Level (FPL) or the
funds are not spent within three years of loss of eligibility. If the individual does
not use funds in the account after three years, the funds will be returned to the
state. The state will establish a process to identify accounts that have been
dormant for three years. The state will reconcile these accounts and recoup any
unspent funds. The state will return the federal share of any refunds to CMS, as
appropriate.

2. Enhanced Benefit Panel

The state will directly manage the development of policies and procedures that
govern the Enhanced Benefit plan by establishing the Enhanced Benefit Panel.

The Agency will create a seven-member panel to guide in the development and
evaluation of the Enhanced Benefit plan. The panel shall consist of the chair;
three members of the Division of Medicaid; a patient advocate; a representative
from the health plans; and an Agency Fraud and Abuse Representative. The
Deputy Secretary for Medicaid or his or her designee will serve as the Chair. A
patient advocate and the representative from the health plans will be appointed
by the Secretary of the Agency for Health Care Administration (Agency).

‘The purpose of the panel will include, but not be limited to, the following duties:

designate activities that may be beneficial to individuals;
assess the benefit of a proposed activity to enrollees;
establish appropriate earnings to incentivize participation;
evaluate participation levels;

identify qualified expenditures;

evaluate expenditures; and

oversee administration.

Examples of activities that the panel may consider are identified in Appendix V.

Eligible uses of the funds in an Enhanced Benefit Account will include qualified
health-related expenditures and may include purchase of services not covered by
the comprehensive plan, such as over-the-counter medications, or purchase of
specialty service plans. Enrollees may accumulate funds for larger purchases,
such as health-related home modifications. Enrollees may also purchase
services from a managed care plan that provides an option to enrollees. For
example, the enroilee could purchase over-the-counter medications from the
managed care plan by mail order. This may be attractive to the enrollee since
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the managed care plans have the ability to negotiate with providers and obtain
volume discounts.

3. Enhanced Benefit Administrator

The state may contract with a centralized administrator to manage the Enhanced
Benefits fund on behalf of all individuals, and each individual will have a separate
account. The state will work with the centralized administrator to establish details
of program operations. Individuals would not have access to cash, but would be
aware of the amount in their accounts and how to access funds to pay for
services and items.

Figure 1: Flow Chart of Administration of Enhanced Benefits Accounts

Single Administrator for
Enhanced Benefits Accounts Example:

Completing annual

Enrollee Plan A

PlanD

OPERATION )

(1) Enrollee is eligible to participate

(2) Enrollee engaging in activity (completing prenatal class and obtaining immunizations)
(3) Ptan reports compliance to contractor

(4) Contractor deposits funds into account on behalf of enrollee

(5) Enrollee may use funds to purchase FFS or enhance services offered by plans

\(6) Enrollee may use fund to purchase services from manage care plan.
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Figure1 provides an example of how the state envisions the overall operation of the
program using a central administrator. Included in the chart is the managed care plan’s
involvement in providing information regarding an enrollee process. One of the
advantages of having a central administrator is that the accounts will be maintained on
behalf of the enrollee regardless of which managed care plan the enrollee selects. An
enrollee who chooses to change plans still retains access to funds in the account.
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V. Opt-Out: Employer Sponsored Insurance

Two key principles of Florida Medicaid Reform are patient empowerment and bridging
public and private coverage. A primary mechanism to incorporate these principles into
Medicaid is the ability of individuals to choose to opt out of Medicaid and obtain
coverage through their employer-sponsored insurance (ESI) plan, or through a private
plan if the individual is self-employed. Families that take advantage of ESI coverage
are more likely to have the entire family covered under the same insurer, which
increases the likelihood of continued coverage and the preventive behaviors that foster
better health. Additionally, participating in coverage obtained through the workplace
strengthens the tie to the workplace, further contributing to the goals of self-sufficiency
and empowerment.

A. The ESI Environment in Florida

Under Section 1906 of the Social Security Act, a state may establish a Health insurance
Premium Payment (HIPP) program. Fiorida does not currently operate a HIPP as it is
administratively burdensome. Specifically, HIPP programs require that the state
continue to cover services not available under the ESI plan, pay all premiums and all
cost-sharing amounts greater than requirements under Medicaid and that the program
be cost-effective. The difficulty of obtaining information from employers regarding
benefits and cost-sharing makes it administratively difficult to manage a HIPP while also
ensuring cost-effectiveness.

The state believes that by permitting individuals to direct their premiums for use as a
subsidy for the employee share of ESI, or as premium payment into a private plan when
the individual is self-employed, that some individuals may choose this option. The state
will provide strong outreach and education through the choice counselor to increase
awareness and understanding of the opt-out program.

According to information from the Kaiser Family Foundation, in 2002, 42 percent of
Florida firms with fewer than 50 employees offered health insurance to their employees,
and 96.8 percent of Florida firms with 50 or more employees offered health insurance to
their employees." In addition, 53 percent of non-elderly Florida Medicaid households
have at least one full-time worker, and ten percent have at least one part-time worker.2
These figures indicate that many Florida Medicaid enrollees have access to private

! Kaiser Family Foundation, State Health Facts.
http://www.statehealthfacts.org: Florida: Health Coverage and the Uninsured.
July 14, 2005.

2 Kaiser Family Foundation, State Health Facts.
http://www.statehealthfacts.org: Florida Distribution of Nonelderly Medicaid
Enrollees by Employment Status, state data 2002-2003, U.S. 2003, July 14,
2005.
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insurance. The opt-out program will provide enrollees with one more choice and
increase participation in the private insurance market.

The State of Florida has legislation addressing minimum standards of coverage for the
following insurance products:

Individual Health Policies

Group Health Policies and Small Group Plans
HMO Contracts and Small Group Plans
Out-of-State Group

Standard and Basic (HMO and Insurance).

The specific mandated benefits vary according to insurance product. Appendix Vi
provides a matrix of the mandated benefits by product. While comparisons with the
current Medicaid benefit package are not feasible because of the differences in
baselines, the matrix is provided for further information.

While coverage by ESI programs may be more limited than Medicaid coverage, the
state would like to offer individuals the option of alternative coverage. The state
believes that regardless of differences in coverage, certain individuals will select private
coverage when available.

B. Enroliment and Disenroliment

All individuals eligible for Medicaid Reform may voluntarily opt out. Coverage will
include individuals who have access to a qualified ESI health plan, COBRA coverage,
and coverage through a private plan when the enrollee is self-employed. Enrollment in
the ESI option will occur in the same staggered manner as enrollment in managed care
plans under Reform, with enrollees receiving plan and opt-out information at eligibility
determination or redetermination, or at their annual open enroliment, whichever is
sooner. For new eligibles, enrollees will be informed of the program at the time of
eligibility determination and how to contact the choice counselor for additional
information.

The choice counselor will assist the individual in making an informed choice about opt-
out by highlighting information the individual will need to consider in order to make a
fully informed choice. Individuals interested in opt-out will be encouraged to contact
their employer and the state’s contract administrator for the opt-out program for
additional information. The choice counselor will collect information on whether the
individual has access to health insurance. At a minimum, the choice counselor will
encourage the individual to seek information on the available health insurance at work;
when the individual can enroll; review of cost-sharing by the plan; information about
preexisting condition clauses; whether individual or family coverage is available. The
choice counselor will then refer the individual to the state’s administrator, which will
assist the individual in the opt-out process. Specifically, the administrator will contact
the employer and verify available health insurance.
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Individuals will be informed of their premium share to be used as a subsidy to pay the
employee share of the ESI plan. The same 30-day choice window will also apply, as
will the 90-day change window. Unlike the managed care option, however, enrollees
may choose to opt-out of Medicaid at any time, even after the 90-day change window
when they are otherwise locked in to a managed care plan under Medicaid reform. To
encourage enrollment, the administrator may periodically contact individuals regarding
opt-out. This outreach process will enhance awareness of the program and help ensure
coordination with the employer’s time frame for open enroliment and qualifying events.

This exception to the lock-in is made because individuals may be eligible for ESI at
different points throughout the year, and at this time Florida does not have a statutory
provision requiring ESI plans to consider Medicaid eligibility a qualifying event. In
addition, participation in opt-out is completely voluntary.

An enrollee who chooses to opt out of Medicaid and enrolls in an ESI plan may have the
same 90-day change period provided to all enrollees in a managed care plan. During
this 90-day change period the enrollee may opt back into Medicaid and select a
managed care plan. The 90-day change period may be limited by the employer to
comport with the employer’s open enroliment period. After 90 days, no further changes
may be made until the individual's Medicaid open enroliment period, the next employer-
sponsored open enroliment period, including qualifying events, or unless the enrollee no
longer has access to employer-sponsored coverage.

C. Payment of Premium Share

Individuals choosing to participate in the ESI option will register with the state’s
contractor and will provide all pertinent employer information, including the amount of
the employee contribution for the ESI plan. The state’s contracted administrator will be
responsible for contacting the employer to verify coverage information and establish
payment of the employee’s share of the premium. Payment will be made directly to the
employer of record whenever possible. In the case of an enrollee that is self-insured
and has private coverage, payment will be made directly to the insurer of record.

Maximum payment will be the Medicaid authorized premium. If the employee
contribution for the ESI plan exceeds the Medicaid authorized premium, the enrollee wiil
be responsible for paying the additional amount. If the employee contribution is less
than the Medicaid authorized premium, the enrollee may use the remainder of the
premium to purchase family coverage or purchase supplemental health insurance
coverage offered by the employer. The state may limit payment for supplemental
policies to ensure efficient use of premium dollars. The availability of supplemental
policies may provide access to services not currently covered by Medicaid such as adult
dental coverage.

To ensure budget neutrality, the total amount of all premiums, including any
supplemental policies, is limited to the Medicaid authorized premium.
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D. Benefits and Cost Sharing

The benefit package under the ESI plan must meet minimum state licensure standards,
but may be more restrictive than Medicaid coverage. However, because participation is
voluntary, and enrollees may switch to a Medicaid plan during the open enroliment
period, the state will not provide wrap-around benefits with the exception of any funds
accrued in the individual Enhanced Benefits Account.

Enrollees electing to opt-out will be responsible for paying the cost sharing requirements
of the ESI plan, including deductibles, co-insurance and co-payments. Medicaid does
not contract directly with these entities and does not have the ability to limit cost
sharing. ESI cost sharing requirements may be higher than the cost sharing
requirements under Medicaid. Since the enrollee has voluntarily chosen to participate
in the ESI option, the state will not provide cost sharing or wrap around services.
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VI. Delivery Systems

The state will contract with muitiple managed care plans to provide services. Managed
care plans include HMOs, Exclusive Provider Organizations (EPO), licensed health
insurers, and Provider Service Networks (PSN). The state will reimburse most
managed care plans on a capitated basis; however fee-for-service payments may be
used for PSN providers for up to three years from the start date of implementation in an
area.

As described in Section IV., Benefits, capitated managed care plans may create
customized benefit packages that vary in amount, duration, and scope from State Plan
services. Those PSN plans that continue to be paid on a FFS basis will not be
permitted to vary the amount, duration or scope of services from that set out in historical
Medicaid.

Below is a description of the provider types.
A. Entities Regulated under Florida Insurance Statutes

The Office of Insurance Regulation (OIR) in the Department of Financial Services
regulates many of the managed care plans that will be paid on a capitated basis.
Regulatory oversight includes monitoring the solvency of life and health insurers and
managed care entities that are authorized to operate in the State of Florida. OIR
reviews all new entities wishing to enter the Florida marketplace as well as any material
changes in ownership of insurers domiciled in Florida. When an insurer violates
solvency standards, OIR initiates a plan of action with the company to address the
regulatory issue.

Managed care plans that are required to be licensed, risk-bearing entities may assume
responsibility for both comprehensive and catastrophic care. In accordance with 42 CFR
438.2, comprehensive risk is defined as a managed care plan that is at-risk for inpatient
hospital services and three or more mandatory State Plan services in section 1905(a).
Any entity assuming risk and receiving capitation for the comprehensive or the
comprehensive and catastrophic components will be considered a comprehensive risk-
bearing entity in accordance with Federal requirements. As such, all managed care
plans paid on a captitated basis will be required to meet state fiscal and solvency
standards.

1. HMOs: Health Maintenance Organizations

An HMO is an organization authorized under Chapter 641, Florida Statutes, that
provides health care coverage on a prepaid per capita basis.

As of July 2005, there were 32 licensed HMOs in Florida of which 12 are
Medicaid HMOs and 15 are Medicare HMOs. In Duval County, Medicaid
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contracts with one HMO. In Broward County, the state contracts with 7 Medicaid
HMOs. Refer to Appendix | for a list of HMOs.

2. Licensed Insurers

The state may also contract with health insurers to enroll as Medicaid managed
care plans and provide coverage to individuals. These providers will be required
to meet state financial and solvency standards for insurers. The financial
standards are specified in Chapter 624 of Florida Statutes and are generally
greater than the standards required for HMOs. Health insurers may serve -
enrollees in Medicaid Reform with products such as:

e PPO: Preferred Provider Organization — A group of licensed health care
providers, each of which has directly or indirectly contracted with the
insurer for alternative or reduced rates of payment.

o POS: Point of Service — A provider or a group of providers of health care
that offer individuals the option of receiving, care from an in-network or
out-of-network provider at the point of service.

e EPO: Exclusive Provider Organization — A provider of health care or a
group of providers that has entered into a written agreement to provide
benefits under a health insurance policy. EPOs are not directly regulated
as to solvency by the Office of Insurance Regulation but typically contract
through another entity that is so regulated, such as an HMO or an
Insurance Company.

o EPOs may, without going through an HMO or insurer, contract to offer
their own providers’ services on a capitated basis to self-insured benefit
plans or to Medicaid. When operating in this manner, EPOs are
comparable to PSNs (see below). The state does not currently have any
Medicaid contracts with EPOs but is reviewing an EPO application.

The Agency will work with the Office of Insurance Regulation to determine appropriate
solvency provisions for any EPOs it contracts with as part of Medicaid Reform.

B. Provider Service Networks

PSNs are networks established or organized and operated by a health care provider, or
group of affiliated health care providers, which provide a substantial proportion of the
health care items and services under a contract directly through the provider or affiliated
group of providers. They may make arrangements with physicians or other health care
professionals, health care institutions, or any combination of such individuals or
institutions to assume all or part of the financial risk on a prospective basis for the
provision of basic health services by the physicians, by other health professionals, or
through the institutions. The health care providers must have a controlling interest in
the governing body of the PSN.
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In accordance with Section 409.912, Florida Statutes, the state may reimburse a PSN
on either a fee-for-service or prepaid basis. Once capitated, all PSNs will be required to
assume responsibility for comprehensive coverage and meet established solvency
standards. Capitated PSNs are exempt from many of the regulatory provisions that
apply to HMOs under parts | and 1l of Chapter 641, Florida Statutes, but must meet
appropriate financial reserve, quality assurance, and patient rights requirements as
established by the Agency. Once a PSN accepts capitation for the comprehensive
benefit package it will be required to meet the following financial reserve requirements:

1. The entity shall maintain a minimum surplus in an amount that is the greater
of $1 million or 1.5 percent of projected annual premiums.

2. In lieu of the requirements in subparagraph 1., the Agency may consider the
following:

a. If the organization is a public entity, the Agency may take under
advisement a statement from the public entity that a county supports the
managed care plan with the county's full faith and credit. In order to qualify
for the Agency's consideration, the county must own, operate, manage,
administer, or oversee the managed care plan, either partly or wholly,
through a county department or agency;,

b. The state guarantees the solvency of the organization;

c. The organization is a federally qualified health center or is controlled by
one or more federally qualified health centers and meets the solvency
standards established by the state for such organization pursuant to s.
409.912(4)(c), Florida Statutes; or

d. The entity meets the financial standards for federally approved provider-
sponsored organizations as defined in 42 C.F.R. ss. 422.380-422.390.

PSNs will have the option to assume responsibility for catastrophic coverage, but will be
required to meet more stringent financial standards consistent with licensed HMOs in
Chapter 641, F.S. and s. 409.912, F.S. Chapter 641 requires that an entity shall at all
times maintain a minimum surplus in an amount that is greater of $1,500,000, or 10
percent of total liabilities, or 2 percent of total contract amount.

If the provider service network does not meet the solvency requirements of Chapter
641, Florida Statutes, the provider-sponsored network is limited to contracting with
Medicaid.

In addition to review and approval of financial requirements, the Agency will require the
PSN to meet network and quality of care standards consistent with managed care plans
and in accordance with 42 CFR 438. The purpose of the certification process is to
support and encourage innovation among the state’s community and safety net
providers who may not be licensed as risk-bearing entities. PSNs may include
community-based health care plans and safety net plans. These will likely be
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collaborative partnerships with hospitals, health departments, federally qualified health
centers, rural health centers, and local governments.

Currently, the state contracts with one PSN in Broward and Dade Counties. In addition,
the state also contracts with several provider groups that may be able to qualify as
PSNs in the demonstration areas. Specifically, the state contracts with 2 Minority
Physician Networks (MPN) in Duval county and 2 MPNs and one Pediatric Emergency
Room Diversion provider in Broward County.

C. Specialty Plans

In addition to, or in lieu of, providing the comprehensive and catastrophic care
components of Medicaid Reform for a broad mix of enrollees, managed care plans will
be encouraged to develop and offer specialty plans to serve individuals with specific
conditions or select eligibility groups.

A specialty plan is defined as a plan that exclusively enrolls, or enrolls a
disproportionate percentage of, special needs individuals and which has been approved
by the state as a specialty plan. The state will approve specialty plans on a case-by-
case basis using criteria that include appropriateness of the target population and the
existence of clinical programs or special expertise to serve that target population. The
state will not approve plans that discriminate against sicker members of a target
population.

Specialty capitated managed care programs may focus on a population of individuals
with chronic illnesses or specific diseases such as HIV/AIDS. SB 838 included the
following requirement for special needs populations:

e Children with Chronic Conditions - develop and recommend a service delivery
alternative for children having chronic medical conditions which establishes a
medical home project to provide primary care services to this population.

¢ Individuals with Developmental Disabilities - develop and recommend service
delivery mechanisms within capitated managed care plans to provide Medicaid
services to persons with developmental disabilities sufficient to meet the medical,
developmental, and emotional needs of these persons.

o Children in Foster Care — develop and recommend service delivery
mechanisms within capitated-managed care plans to provide Medicaid services
which must be coordinated with community-based care providers as specified in
ss. 409.6175, Florida Statutes, where available, and be sufficient to meet the
medical, developmental, and emotional needs of these children.
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The state may also contract with Medicare Advantage Plans, designated as Special
Needs Plans, to serve dual eligible enrollees, authorized by the Centers for Medicare
and Medicaid Services.

In addition to financial reserve requirements and general network sufficiency
requirements, the state will develop enhanced standards for specialty managed care
plans that include but are not limited to:

e Appropriate integrated provider network of primary care physicians and
specialists who are trained to provide services for a particular condition or
population. The network should be an integrated network of primary care
physicians (e.g., nephrologists for kidney disease; cardiologists for cardiac
disease; infectious disease specialists and immunologists for HIV/AIDS).

o Network with sufficient capacity of board-certified specialists in the care and
management of the disease for plans that seek to focus services for enrollees
with a particular disease state. In addition, it is recognized that individuals have
multiple diagnoses, and, therefore, the plan should have sufficient capacity of
additional specialists to manage the different diagnoses.

e The plan should have a defined network of facilities that are used for inpatient
care, including the use of accredited tertiary hospitals and hospitals that have
been designated for specific conditions (e.g., end stage renal disease centers,
comprehensive hemophilia centers).

e Auvailability of specialty pharmacies, where appropriate.

¢ Auvailability of a range of community-based care options as alternatives to
hospitalization and institutionalization.

e Clearly defined coordination of care component that links and shares information
between and among the primary care provider, the specialists, and the family to
appropriately manage co-morbidities.

e Use of evidence-based clinical guidelines in the management of the disorder.

e Development of a care plan and involvement of the family in the development
and management of the care plan, as appropriate.

D. Employer-Sponsored Insurance (ESI)

Individuals who choose to opt out of Medicaid will be eligible to receive care froman
employer-sponsored insurer. Coverage will include individuals who have access to a
qualified ESI health plan and COBRA coverage. A qualified ESI plan will include the
following:

e Large employer groups — Health insurance coverage provided by Florida-
licensed insurers to businesses with more than 50 employees.

e Small employer groups — Health insurance coverage provided by Florida-
licensed insurers to businesses with one to 50 employees.

o Employee Retirement Income Security Act (ERISA) plans — Employers establish
these plans to provide health insurance. The employer may contract with an
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insurance carrier to insure the plan or may opt for self-insurance. These plans
are not regulated or licensed by the state.

E. Reimbursement

As authorized under SB 838, the Agency will develop actuarially sound, risk-adjusted
premiums, separated into comprehensive and catastrophic components as well as an
enhanced benefit that is not risk adjusted.

The premiums will be based on historical Medicaid expenditures, but will be appropriate
for the various benefit packages that entities propose due to the requirement that those
benefit packages be actuarially equivalent to historical Medicaid expenditures.

The Agency will reimburse some PSNs on a fee-for-service basis and all other
managed care plans on the basis of the risk-adjusted capitation premiums discussed
below.

Risk adjustment will be used to reflect differences in health status of enrollee and the
overall risk profiles between the FFS and capitated populations and between the
populations served by each managed care entity. This will help ensure budget
neutrality and properly budget the proportion of expenditures that are anticipated to be
attributable to the different payment methods and plans.

During implementation of the waiver, the premium rates will be based on 100 percent of
historical Medicaid expenditures for mandatory and optional services, less any
applicable discount. The state may adjust the expenditure levels allocated to the
comprehensive and catastrophic care components to reflect anticipated incremental
savings derived from a managed care environment. Total expenditures for the
comprehensive and catastrophic components and the enhanced benefit will not exceed
the limits established under the waiver.

1. Risk-Adjusted Capitation Premiums

As noted above, the Agency will develop risk-adjusted premium rates to pay the
managed care entities.

Health-based risk adjusters use individuals’ historical diagnoses to predict
expected future expenditures more effectively than age and gender can do. The
purpose of health-based risk adjustment is to provide a risk score for each
individual to reflect predicted health care needs. The scores of all of the
individuals enrolled in each plan determine the collective risk score and the
resulting premiums for that plan.

Individual risk scores will be developed using fee-for-service and encounter data,
as available; however, the Agency is aware that it does not currently have
sufficient historical data on all enrollees to be used in the initial phase of
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implementation. Therefore it is exploring alternative data sources such as
pharmacy and inpatient data to identify appropriate sources to be used during the
initial time period. The Agency will periodically update the individual’s risk scores
and the resulting risk-adjusted plan premiums to account for variations in service
utilization and new enroliment into the plans. During the initial phase, the Agency
will update risk scores more frequently to ensure that initial “unknown” risks
become “known” risks in a timely manner. After the initial phase and when
enrollment has stabilized, the Agency may revise the update process on a less
frequent basis.

The managed care plans will be able to negotiate rates with providers. These
rates may be based on a capitated methodology, fee-for-service, incentive-
based, or any other fee arrangement that ensures accountability for services and
expenditures. Negotiations must be done in good faith and may include any
reimbursement method mutually agreed upon. The Agency will not interfere in
contract negotiations, but will review provider subcontracts and require prior
approval of any incentive programs to ensure that such programs are not in
violation of federal requirements.

For certain events that may not be predicted in advance, such as pregnancy, the
birth of a newborn, or high-cost cases for which there is a significant variance in
historical expenditure (e.g. hemophilia), the state may develop special “kick
payments” and/or high-cost claim pooling mechanisms.

The state assures CMS that premiums will be established in accordance with 42
CFR 438.6 and certified by an actuary.

The Centers for Medicare and Medicaid Services Regional Office will review and
approve all capitation rates in accordance with 42 CFR 438, insofar as the
requirement is applicable.

2. Fee-for-Service Reimbursement

The state may pay some or all PSNs on a fee-for-service (FFS) basis for up to
three years, using historical Medicaid covered services with no variation of
benefit package. The state will not reimburse a FFS-based PSN for services not
authorized under the State Plan. The three-year limitation may include a saving
settlement option for two years. PSNs may provide and directly pay for
additional services through any savings earned.

The Agency will work with the actuary to develop guidelines for phasing in
financial risk for PSNs over the three-year period. Any phase-in shall be
converted to a risk-adjusted capitated premium after the third year.

In accordance with s. 409.912(44), Florida Statutes, the PSN will be cost-
effective. Cost effectiveness will be measured to ensure that PSN per member,
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per month costs are no greater than those associated with Medicaid capitated
plans. Therefore, the PSN per member, per month expenditures will be
evaluated against the risk-adjusted premiums to determine cost effectiveness.
The comparison to risk-adjusted premiums will be similar to the process
described above to develop individual risk adjustments.

F. Contracting Assurances

The state will select contractors in a manner consistent with the requirements under 45
CFR Part 74 and 45 CFR Part 95 if the contract value is over $100,000. The state
intends to contract with all qualified plans on a continuous basis using an open
application process to the maximum extent possible and allow all eligible providers to
participate. In select areas, the state may limit the number of managed care plans in
order to provide a sufficient number of enrollees to maintain efficient plan operations.

The state assures the Medicaid program integrity system will require each Medicaid
managed care organization to comply with section 1932(d)(1) of the Act and 42 CFR
438.610 Prohibited Affiliations with Individuals Barred by Federal Agencies. The state
will prohibit any of the Medicaid managed care organizations from knowingly having a
relationship with: ‘

(1) An individual who is debarred, suspended, or otherwise excluded from
participating in procurement activities under the Federal Acquisition
Regulation or from participating in non-procurement activities under
regulations issued under Executive Order No. 12549 or under guidelines
implementing Executive Order No. 12549, or

(2) An individual who is an affiliate, as defined in the Federal Acquisition
Regulations, of a person described above.

The prohibited relationships are:

(1) A director, officer, or partner of the Medicaid managed care organization,

(2) A person with beneficial ownership of five percent or more of the Medicaid
managed care organization’s equity,

(3) A person with an employment, consulting or other arrangement with Medicaid
managed care organization for the provision of items and services that are
significant and material to the Medicaid managed care organization'’s.
obligations under its contract with the State.

G. Capacity Requirements

The state will require that all managed care plans ensure availability of services
consistent with section 1932(c)(1)(A)(i) of the Act and 42 CFR 438.206, that is,
managed care plans will be required to have provider networks sufficient to meet the
needs of the anticipated enrolled population and expected utilization of service.
Specifically, managed care plans must maintain a panel of preventive and specialty
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care providers sufficient in number, mix, and geographic distribution to meet the needs
of the enrolled population. In addition, the numbers and types of providers available
must consider the training and experience of specialized providers. Providers shall be
available within reasonable travel and distance standards comparable to standards in
the community as established by the Agency.

In evaluating adequacy of networks for managed care plans, the Agency will consider
the demographics of a community and availability of services locally. In geographic
areas where there are a large number of Medicaid recipients, the Agency will require
managed care plans to demonstrate access to an adequate network of health care
providers serving that community. Specific consideration will be given to areas
considered economically depressed to ensure accessibility of services.

H. Grievance and Appeals

The state will develop and maintain a grievance process for Medicaid reform heaith care
plans that:

e Requires each managed care organization to have an approved internal
grievance system that allows an enrollee or a provider on behalf of an enrollee to
challenge the denial of coverage of, or payment for services as required by
section 1932(b)(4) of the Act and 42 CFR 438 Subpart H and Subpart F
Grievance System, in-so-far as these regulations are applicable.

o Establishes a state-level panel, which is consistent with the Subscriber
Assistance Program in s. 408.7056 Florida Statutes, to hear appeals of
grievances not resolved at the managed care organization level. The state-level
panel will review grievances within the following timeframes:

1. General grievances will be reviewed by the state panel within 120 days.

2. Grievances that the state determines pose an immediate and serious threat to
an enrollee’s health will be reviewed by the state panel within 45 days.

3. Grievances that the state determines relate to imminent and emergent
jeopardy to the life of the enrollee will be review by the state panel within 24
hours.

e Preserves the Medicaid fair hearing process that requires each Medicaid
managed care organization to provide Medicaid enrollees with access to the
state fair hearing process as required under 42 CFR 431 Subpart E, including:

1. Informing Medicaid enrollees about their fair hearing rights in a manner that
assures notice at the time of an action,

2. Ensuring that enrollees may request continuation of benefits during a course
of treatment during an appeal or reinstatement of services if the state takes
action without the advance notice and as required in accordance with state
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policy consistent with fair hearings. The state must also inform enrollees of
the procedures by which benefits can be continued or reinstated, and
3. Other requirements of fair hearing found in 42 CFR 4331, Subpart E.

For individuals electing to opt-out of Medicaid and use their premium to purchase
- employer-sponsored insurance or private insurance, the individual or subscriber may:

¢ Utilize the employer-sponsored insurance grievance process pursuant to
Part lll Health Care Services of Chapter 641, Florida Statutes, as
applicable to HMOs and EPOs. '

o Utilize the Subscriber Assistance Program pursuant to s. 408.7056,
Florida Statutes, as applicable to HMOs and EPOs.

I. Program Integrity

The state's program integrity system will develop a process to oversee the activities of
Medicaid managed care organization enrollees, health care providers, managed care
organization networks, and their representatives in order to prevent fraud or abuse as
defined in s. 409.913, Florida Statutes, over-utilization or duplicative utilization,
underutilization or inappropriate denial of services, and neglect of enrollees and to
recover overpayments as appropriate. The state will refer incidents of suspected fraud,
abuse, over utilization and duplicative utilization, and underutilization or inappropriate
denial of services to the appropriate regulatory agency, including the licensing agency
and the Medicaid Fraud Control Unit of the Attorney General’s office.

The program integrity system will require each Medicaid managed care organization to
comply with section 1932(d)(1) of the Act and 42 CFR 438.608 Program Integrity
Requirements, in-so-far as these regulations are applicable. The payments to each
Medicaid managed care organization will be based on data submitted by the managed
care organization and will be required to be in compliance with 42 CFR 438.604 Data
that must be Certified, and 42 CFR 438.606 Source, Content, Timing of Certification.
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VII. Implementation Timeline

Florida's Medicaid Reform program will create an efficient and effective statewide
delivery system that empowers patients while enhancing quality of care. As such,
Medicaid Reform will ultimately impact virtually every aspect of Florida’s current
Medicaid program. Because of the magnitude of the changes, the state has adopted a
measured approach to implementation, using a geographic and population phase-in.
Implementation and expansion are contingent upon Legislative approval.

In SB 838 the Florida Legislature authorizes the Agency to seek a demonstration project
waiver, pursuant to s. 1115 of the Social Security Act, to create a statewide initiative to .
provide for a more efficient and effective service delivery system that enhances quality
of care and client outcomes in the Florida Medicaid program. Medicaid Reform will
create programs that center on care coordination, align financial incentives, and provide
direct incentives to individuals to take an active role in their own health care.

This legislation contains specific requirements regarding implementation phases and
necessary legislative approval. As specified in SB 838, the state will initially implement
Medicaid Reform in two counties: Broward and Duval. It is expected that these two
counties will become operational in the fourth quarter of SFY 2006, April - June, 2006.
Within a year of implementation in Duval County, Reform will expand to include three
contiguous counties to Duval County: Baker, Clay and Nassau Counties. The state will
comply with all statutory requirements regarding expansion of the program and will
expand only as authorized by the Legislature.

In addition, as outlined in Section Ill, certain populations will be mandated to participate
in Reform while other populations will have the option to voluntarily choose to
participate in Reform. At later stages of implementation, these voluntary populations,
and others not yet included, will also be mandated to participate in Reform.

Upon full implementation, Medicaid Reform will serve the vast majority of Medicaid
enrollees, including:

TANF and TANF-related enrollees;

aged and disabled enrollees;

enrollees residing in nursing homes and other institutional settings;
enrollees receiving hospice services;

enrollees receiving sub-acute inpatient psychiatric services; and
dual-eligibles.

Medicaid Reform will be the state’s primary delivery system, with only a few groups of
recipients continuing in the fee-for-service delivery system. Fee-for-service will be
limited to groups such as the Medically Needy and those with retroactive eligibility.
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This implementation timeline provides an outline of pre-implementation activities, the
initial phases of implementation, and consideration for future expansion. Any expansion
beyond the initial phase-in must be approved by the Florida Legislature. Through on-
going coordination and reporting, CMS will be notified in advance as additional phases
proceed.

A. Pre-Implementation

The Agency will be the administering agency responsible for the daily operation and
management of Medicaid Reform, including all phases of implementation. Prior to the
initial implementation, the state will establish a transition team to evaluate current
processes and develop an implementation plan. The mission of the team will be to
conduct a “redundancy and collapse” analysis. Specifically, the team will evaluate
current programs, identify core delivery systems, evaluate operational functions and
assess how to integrate them into the new service delivery. The focus is to collapse
core functions into a single operational process to eliminate any potential disruption in
operation and provide a seamless transition. Integral to this process will also be an
evaluation of gaps in processes for which the state must create new functions. Specific
functional areas that the state will focus on include: procurement of plans, plan
readiness, eligibility and enroliment, outreach and education, and payment systems.

1. Procurement of Plans

The state will employ an open application process, develop application
standards, and create an evaluation protocol (see Appendix IV). The state
envisions using an open application process for both the capitated managed
care plans and PSNs. Under the open application process any plan that
meets the established requirements and standards will be permitted to
participate, unless the state has determined that additional plans would over
saturate the marketplace. This approach will foster the greatest number of
plan choices for enrollees, while preventing any implementation disruptions
that can be caused by procurement protests.

The state will establish evaluation teams to review and approve plan
applications. Review teams may include individuals with the following

expertise:
o Health Care Delivery (Physician, Registered Nurse)
¢ Medicaid Policy
¢ Enrollment
¢ Claims Processing
e Actuary (optional)

For the standard requirements, the state will at a minimum review: applicable
licensure requirements; financial solvency; proposed customized benefit
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packages, including cost sharing; authorization systems; claims processing
capabilities; provider networks; quality assurance protocols; utilization
management and care coordination processes; enrollee materials; program
integrity requirements; and the grievance and appeals process. HMOs and
other licensed insurers will need to obtain state licensure, including a
certificate of authority for operation, prior to submitting an application. PSNs
will be required to meet state established standards prior to contracting.

Those capitated managed care plans and PSNs that meet the standard
requirements in each of the above areas, in addition to other criteria that may
be established, will be approved to participate in Medicaid Reform.

2. Plan Readiness Review

The state evaluation teams will also conduct plan readiness reviews. These
readiness reviews will have two elements: desk review and on-site review.
The desk review will include a final check on all documents and protocols the
plans will be using, such as member handbooks, provider directories, quality
assurance protocols, financial reporting protocols, etc. The evaluation teams
will also conduct thorough on-site reviews to ensure that each plan is capable
of fulfilling all state and federal requirements, and is ready for operations.
This on-site review will include assessments of operational capacity, such as
member and provider services departments, including call centers; network
verification; systems and claims processing testing; program integrity
processes; and quality assurance processes. Once a plan has passed all
elements of the desk review and on-site review, it will be permitted to
participate in Medicaid Reform.

3. Eligibility and Enrollment

The state will evaluate all eligibility and enrollment processes to ensure that
clear, correct, and timely information is available to individuals. To
accomplish this, the Agency will work with its sister agency, the DCF, which is
responsible for determining eligibility for Medicaid. Since eligibility will remain
unchanged, the state will focus on coordination of information so current and
pending Medicaid enrollees may access information from the choice
counselor as soon as possible. The Agency and DCF will also work together
to ensure that information is properly conveyed about plan selection during
the recipient redetermination process.

As discussed in Section lll, the state will contract with a choice counselor to
develop and disseminate information to assist individuals in making their plan
choices. The state will assess additional information needed to explain
managed care plans and may supplement materials with consumer
satisfaction data, quality data, medical loss ratio, and other pertinent
information. A central focus will be evaluating the logistics of providing
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information to applicants during the eligiblity redetermination process so they
understand how to enroll in a plan.

4. Qutreach and Education

An outreach and education team will be established to develop strategies
separate from the choice counseling function. The primary purpose of this
outreach effort is to facilitate a smooth transition to Reform by ensuring that
all affected individuals are informed of changes and potential impacts. The
team will assess all current outreach strategies to identify needed changes
and additional information needed related to reform. The state will conduct
outreach to providers, advocates, other agencies, current and potential
Medicaid enrollees, and other stakeholders. To accomplish this, the state will
partner with community providers, including small businesses, to provide
increased awareness of Medicaid Reform. The 11 Medicaid Area Offices will
serve as a point of contact to coordinate local efforts. The state assures that
enrollee information to potential enrollees and enrollee will meet requirements’
under Section 1932(a)(5), Provision of Information.

5. Payment Systems

In addition to the above teams, the state will create a payment team to focus
on the development of risk-adjusted premiums paid to capitated entities.
Premiums will be developed using a methodology consistent with 42 CFR
438.6 and risk adjusted according to established criteria. In addition, all
premiums will be certified as actuarially sound.

The state will develop a transition plan for PSNs paid on a fee-for-service
basis to move to a risk-based reimbursement system within three years of
implementation. The state will identify, plan, and modify information systems
as needed in order to pay the plans. The state is reviewing the Florida MMIS
and assessing needed programming changes.

B. Implementation of Phase |

The state anticipates that the first phase of implementation will begin during April-June,
2006. As indicated above, this first phase will include two diverse geographic areas —
Duval and Broward Counties. Within one year of implementation, by June 2007, the
Duval area will be expanded to include Baker, Clay and Nassau counties. (See Figure
2 on page 52.)

1. County Characteristics

Broward and Duval Counties are significantly different in terms of population
and current managed care penetration. For example, the 2003 popuiation
estimates for Broward County, which includes the Metropolitan Statistical
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Area (MSA) of Ft. Lauderdale, is 1,731,347, compared to 817,480 in Duval
County, which includes the MSA of Jacksonville.” As of June 2005, there
were 196,333 Medicaid recipients in Broward County of which 136,380 were
enrolled in a managed care option and 108,231 in Duval County of which
79,046 were enrolled in a managed care option. Current Medicaid managed
care choices differ significantly as well, with Broward County offering seven
HMOs (in addition to MediPass, PSNs, and Minority Provider Networks
[MPNs]), compared to Duval County with only one HMO (in addition to
MediPass and MPNs).

The second stage of Phase | implementation, the addition of Baker, Clay and
Nassau Counties, adds a rural component to the Duval area. Population
estimates for 2003 for these counties are: Baker — 23,424; Clay — 157,502,
and Nassau - 61,625. In addition, managed care penetration is very low in
these counties with only a MediPass option. (See Appendix | for a complete
chart of commercial, Medicaid, and Medicare managed care penetration, by
county.)

Statewide, as of June 2005, Medicaid contracted with one PSN, two MPNs,
one Emergency Room diversion program, and eleven HMOs. The number of
managed care plans available in an area varied. The total Medicaid managed
care enrollment, including MediPass, in the two initial counties as of June
2005 is a follows: ’

Table 1: Current Managed Care Enrollment in the Demonstration Area

HMO 41,418 5334 36084 12.9%
[MediPass . 32,880 7,476( 25,404 22.7%
[Minority Physician Network 1 3,826 689 3,137 18.0%

79,046) 14,062 64,984 17.8%

HMO 7 74,121 9,866 64,255 13.3%
MediPass 25,063 5,346 19,717 21.3%
Provider Service Network 1 6,343 1,565 4,778 24.7%
Minority Physician Network 2 12,365 2,658 9,707 21.5%
Pediatric Associates 1 16,173 689 15,484 4.3%

136,380, 21,469 114,911 15.7%

The differences in demographic and managed care characteristics for the two
counties will provide unique opportunities as well as challenges. The state
believes that by implementing Phase | in these areas, it will have a solid base

3 y.s. Census Bureau, http://quickfacts.census.gov/gfd/states/12/12011.html,
July 28, 2005

48 August 30, 2005



Florida Medicaid Reform
Application for 1115 Research and Demonstration Waiver

on which to shape further expansion and evaluate the success of Medicaid
Reform.

2. Delivery System

All current managed care providers, including HMOs, PSNs, MPNs, and the
ER Diversion program, will be required to apply as reform plan in order to
continue participation in the demonstration sites. The state anticipates that all
managed care plans will continue to participate and that there will be new
plans in each area. Based on this assumption, Duval is expected to have at
least two managed care plans and Broward is expected to grow to 11
managed care plans. A plan must serve the entire county. When the state
expands the Duval site, plans seeking to provide services in muitiple counties
within an area may be required to offer services in a contiguous manner in
order to prevent any gaps in coverage.

The state will also develop recommendations for serving children in foster
care, those with chronic conditions participating in Children’s Medical
Services, and individuals with developmental disabilities. (See Section IIi.)
During Phase |, the state will work with the Department of Health to establish
a plan for children with chronic conditions. To the maximum extent possible,
the program will be initiated in Duval and Broward. Once established, reform
enroliment in demonstration areas will be mandatory. However, should it be
determined that a statewide program is needed in order to provide for
economies of scale and administrative efficiencies, the Agency recommends
that a specialized plan be created as allowed under current statutory authority
in s. 409.9126, Florida Statues, which authorizes a capitated program for
Children’s Medical Services. Elements of reform, however, such as the
enhanced benefit and catastrophic component, may be limited to authorized
reform areas until expansion is authorized by the Legislature.

Appendix |l provides a detailed summary of the anticipated transition from
current managed care plans to the new reform options. The figures provided
are the Agency’s best estimates based on certain assumptions. If actual
experience does not match the assumptions, the estimated impact will need
to be revised. As indicated in the summary in Appendix ll, it is envisioned
that all current MediPass and HMO enrollees will transition to a managed
care plan under reform within 12 months.

As indicated in Section I, during the initial implementation some eligibility
groups will be mandated to participate in Reform, while other groups may
voluntarily choose a reform plan. The mandatory groups are TANF and
TANF-related eligibles and the aged and disabled group. These groups were
chosen because they are currently mandated to enroll in managed care
plans. The Duval and Broward sites will initially enroll all individuals in the
mandatory categories on a staggered basis. Stage 2 of the Phase | roll-out,
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the three counties surrounding the Duval County area, will also enroll all
individuals in the mandatory categories on a staggered basis. Full
implementation of Phase | is expected to be complete by June 2008.

C. Implementation of Phase I

As indicated above, SB 838 requires legislative authorization for expansion of the
demonstration project. The state will begin preliminary assessments on availability of
plans, variation of plans, voluntary selection rates, consumer satisfaction and perform
on-site reviews of the plans authorized in Phase I. This information will be available to
the Legislature, and once the Agency receives approval, it will initiate implementation in
additional geographic areas of the state.

To prepare for Phase Il implementation, the state will collect information throughout the
roll-out of Phase |. This will inform the state of any barriers experienced and lessons
learned from the initial implementation. The state will conduct a preliminary assessment
on avalilability of plans, variation of plans, voluntary selection rates, and consumer
satisfaction. The state will also conduct on-site monitoring and review of the plans,
concentrating on the standard elements of the initial application and readiness review.
Additionally, the state will include in these assessments information obtained from the
case studies and qualitative analysis of managed care plans, as outlined in Section IX.

Building on this information, the state will modify and refine processes developed during
Phase |, as necessary, to ensure that program goals are accomplished. Such
processes include the managed care plan application process; eligibility and enrollment
information and processes, including the staggered transition process; and information
and processes used by the choice counselor.

In addition to refining processes established in Phase I, the state will evaluate and
identify geographic areas of the state to establish their readiness for expansion. Criteria
for expansion may include:

Availability of managed care plans — The Agency will identify areas in which
more than one managed care plan operates. For purposes of this identification
this will include HMOs, EPOs, PSNs, MPNs, and ER diversion programs. The
presence of a managed care plan will serve as a preliminary indicator of
readiness for Reform expansion. As of July 2005 there were 33 counties with
HMOs and 38 counties with another type of managed care program. Counties
with some managed care penetration will likely be targeted for stage one of the
Phase Il implementation.

Interest by community and providers — The Agency will also continue to work
with providers in communities that express interest in developing a PSN or HMO
in areas where one does not currently exist. Under authority in s. 409.912,
Florida Statutes, the Agency will continue to enter into contracts with these
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entities. The Agency may enter into new agreements and pay risk-adjusted
capitated rates for all currently covered Medicaid services. This would facilitate
the development of specialty networks that may provide services on a statewide
basis.

The Agency will also determine interest among prospective plans to participate
under principles of Reform. Specifically, this will include assessing an entity's
interest in development of a customized benefit plan, payment and separation of
catastrophic risk.

The preliminary fact finding and evaluation of Phase [ roll-out will occur during the
second year of operation, and will be complete by June 2008. This information will be
available to the Legislature, and, once the Agency receives approval, it will initiate
implementation in additional geographic areas of the state.

D. implementation of Phase Il

Implementation of Phase Ill will occur over the course of the following two state fiscal
years, with near or full geographic implementation of Medicaid Reform expected by
June 2010. Phase Il geographic expansion is targeted to culminate in Medicaid
Reform plans being operational statewide. This will be accomplished in stages, again
with mandatory and voluntary populations enrolled on a staggered basis.

The fourth and final phase of Medicaid Reform implementation will occur once the
geographic implementation is complete. This phase consists of expanding Reform to
additional populations, specifically by mandating the enroliment of those population
groups previously enrolled voluntarily. The area-by-area roll out of each population may
be different for different population groups, depending upon the availability of fully
developed networks. The state will carefully review the outcomes of the managed care
plans in each area and will evaluate the readiness of each area to assume care for
these populations on a mandatory basis. Enroliment may be limited to those areas that
were fully implemented by the end of Phase I, thus enabling those with the most
experience under Reform principles to be the initial sites for population expansion. The
transition of these populations will also be on a staggered basis.

In addition, by Phase lll the state expects that the special care networks for children
with chronic conditions will be fully developed beyond the Broward and Duval areas,
either on a limited or statewide basis. Enroliment of these children will become
mandatory in those areas with such networks.

As each implementation phase progresses, the state will conduct ongoing analyses and
evaluations to enable continuing program and process refinement. As a result each
phase will build upon the strengths of previous phases, and identified weaknesses will
be identified and rectified.
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Figure 2:
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VIIl. Accountability and Monitoring

The state anticipates continuation and enhancement of current monitoring activities.
This section outlines various methods the Agency will use to ensure the delivery of high
quality health care by all managed care plans to enrollees. The goal of the quality
strategy is to promote the health and weil being of enrollees by 1) assuring enrollee
access to services; 2) holding managed care plans accountable for outcomes; and 3)
promoting quality and cost-effective delivery of services.

A. Quality Strategy

Oversight will exist on two levels: at the Agency and at individual managed care plans.
The Agency will have a written strategy for assessing and improving the quality and
appropriateness of care delivered by all managed care plans to their enrollees. The
quality strategy includes review of:

Coverage and authorization of services
Systems performance

Clinical outcome measures

Enrollee satisfaction

Provider satisfaction

Provider access and timeliness of care
Network adequacy

Performance improvement projects

Care coordination and continuity of care
Timeliness of handling complaints and grievances
External quality review

Evaluation of disease management programs

Reporting requirements by the managed care plans as a component of the quality
strategy, include but are not limited to:

Enrolliment and disenroliment
Enrollee information

Provider network

Encounter data

Grievance and appeals

Financial reporting

Child health check-up (a.k.a. EPSDT)

The Agency assures CMS that it complies with Section 1932(c) of the Act and 42 CFR
438.200, Quality Assessment and Performance Improvement. All plans will be required
to comply with applicable provisions.
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B. Grievance System

The state assures CMS that it complies with section 1932(b)(4) of the Act 42 CFR
438.400, Grievance Systems. All plans, except employer-sponsored or private plans
serving individuals who opt out, shall establish a grievance system to assist all enrollees
and providers who are dissatisfied. The grievance system shall comprise a grievance
process, appeals process, and access to the Medicaid fair hearing system.

Individuals enrolled in an HMO also have the ability to file an appeal with the state’s
Subscriber Assistance Panel after exhausting the plan’s internal grievance or appeal
process. The panel reviews complaints against all HMOs, including those covered
through employer-sponsored or private plans. However, the Subscriber Assistance
Panel will not accept a grievance or appeal that has already gone through a Medicaid
fair hearing. '

C. Employer-Sponsored Insurance

Individuals opting out of Medicaid will receive services directly from an employer-
sponsored plan or private insurer. These entities will not have a contract directly with
Medicaid. Therefore, the state will rely on monitoring efforts conducted by the Florida
Office of Insurance Regulation.
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IX.Evaluation

Medicaid Reform will fundamentally change the current Florida Medicaid program. As
such, the state is very interested in evaluating the impact of Reform and anticipates
using the information obtained from the evaluation as a means to inform policy
decisions in both the short and long term. The state intends to gather lessons learned
on an incremental basis to shape further geographic expansion within the five-year
demonstration, as well as evaluate the impact of the full five-year implementation.

The state has identified overall evaluation objectives, key research questions and
hypotheses, data sources, and methodologies that can serve as a framework for the
evaluation. In addition, an evaluation oversight committee will be established to provide
ongoing guidance for the evaluation.

A. Evaluation Objectives

The key design elements of Florida's Medicaid Reform provide the state and CMS with
an opportunity to implement and evaluate innovative and market-driven approaches to
modernizing Medicaid. Through mandatory enroliment into managed care plans that
offer customized benefit packages and the emphasis on individual involvement in
selecting private health plan options, the state expects to gain valuable information
about the effects of infusing market-based approaches with a public entitlement
program. In keeping with this, the five evaluation objectives identified by the state are:

1. To evaluate the establishment of a competitive market-place environment as
demonstrated by: a) an increase in the number of plans from which an individual
may choose; b) an increase in the different types of plans; and c) increased
patient satisfaction.

2. To evaluate the performance of managed care plans in relation to the needs of
individuals as demonstrated by: a) increased access to services not previously
covered; b) improved outcome measures based on HEDIS or HEDIS-like
measures; ¢) timely access to specialists; and d) decreased utilization of
emergency room care.

3. To evaluate the impact of reform on enrollee outcomes as demonstrated by: a)
changes in the overall health status of enrollees; b) changes in ambulatory
sensitive hospitalizations; and patient satisfaction measures.

4. To evaluate effectiveness of the bridge to independence as demonstrated by: a)
the level of participation; b) patient satisfaction; and c) duration of enroliment in
the employer-sponsored plan.
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5. To evaluate the impact of the low-income pool on increased access for uninsured
individuals.

B. Research Questions/Hypotheses

Medicaid Reform will impact key areas of the Florida Medicaid program: Patient
Involvement, Access to Care, Quality of Care, Cost Containment, and Coverage. The
research questions and hypotheses are presented according to each program area.

1. Patient Involvement

Research Questions

What is the rate of active selection of health plans?

What are the characteristics of individuals who choose to opt-out?

What are the auto-assignment rates?

What is the rate of plan changes during the 90-day disenroliment window?
What is the level of patient participation in preventive health care services
and healthy behaviors?

What is the utilization of Enhanced Benefit Accounts?

What are the characteristics of individuals who receive services through
the low-income pool?

Hypotheses

It is expected that:

The rate of enrollee choice of a plan will increase; auto-assignment rates
will decrease (compared to counties with managed care currently).

The percentage of plan disenroliments to another plan during the 90-day
window will decrease (compared to counties with managed care
currently).

The percentage of reform enrollees who participate in healthy behaviors to
earn Enhanced Benefit Account rewards will continue to increase on an
incremental basis over the five-year period.
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2. Access to Care

Research Questions

What is the number, type, and distribution of health plans participating in
Medicaid?

Will a variety of health care plans participate in rural areas?

Are services accessible to enrollees?

When provided the opportunity, do plans provide additional services not
covered by Medicaid? If so, what types of services?

What is the participation in employer-sponsored insurance by Medicaid
enrollees with access to ESI when compared to participation levels in
similar Medicaid programs in other states?

Hypotheses

It is expected that:

The number of health plans participating in Medicaid will increase and
specialty health plans will develop to serve the needs of specific
individuals.

The benefit packages will vary and offer services not currently covered by
Medicaid.

Enrollees voluntarily selecting customized benefit packages will exceed
the percentage that voluntarily selected MediPass in the year before
program implementation.

Increased choices in rural areas will result in reduced health disparities
among select minority enrollees for specific health conditions in rural
areas.

The rate of disenroliment for opt-out during the 90-day disenroliment
period for individuals who have opted-out will be less than rate of
disenroliment for Medicaid plans.

The number of enrollees under Medicaid Reform who are insured through
private health coverage (ESI or other private coverage) in the year after
losing Medicaid will increase.
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3. Quality of Care

Research Questions

Will the overall health status of reform enrollees improve?

Will the percentage of enrollees meeting a catastrophic threshold remain

constant or decline?

Will enrollee satisfaction with the quality of care improve?

Will health status improve for the target populations when compared to a

similar population that is not enrolled in a specialty network?

Will Enhanced Benefit Accounts promote preventive services and healthy
behaviors?

Hypotheses

It is expected that:

The percent of enroliees who meet catastrophic thresholds will remain
constant or will be reduced.

Client satisfaction with access and quality as measured by Consumer
Assessment of Health Plan Survey will increase.

Utilization of select preventative services and engagement in healthy
activities will increase.

Health disparities will be reduced among select minority enrollees under
reform for specific health conditions.

When measured against HEDIS standards, plan performance will be
comparable to private plans.

4. Cost Containment

Research Questions

Will increased enrollee involvement in health care decisions result in
decreased emergency room care and prevent ambulatory sensitive
hospitalization for select services?

Will transition to capitated managed care plans contain cost growth over
the five-year demonstration period?

Do the financial safeguards developed for the management of
catastrophic component provide incentive to manage care?

Will the opt-out option reduce Medicaid expenditures associated with the
participating population?
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Hypotheses:

It is expected that:

Increased enrollee involvement and health literacy will result in service
utilization patterns reflecting a more cost effective use of services.

Over the next five years, per enrollee cost by eligibility group will be less
than the current program projected growth.

Premiums paid on behalf of individuals will provide the state with per
member per month savings when compared to the premium available
under the opt-out option.

5. Coverage

Research Questions

What is the impact of the Low-Income Pool funding on access for select
services for the uninsured in catchment areas of the participating
facilities?

Does the ability to cover additional service resulit in increased enrollee
satisfaction?

Do plans offer more services than available under Medicaid FFS? If so,
what services are most commonly covered?

Hypotheses

The availability of funds through the Low-Income Pool will increase access
for select services for the uninsured in catchment areas of the participating
facilities.

Plans that focus on specific populations (eg. chronic conditions or minority
populations) will offer additional services not covered under Medicaid in an
effort to reduce any associated health disparity.

Individuals will be more satisfied with their health plan selection and the
customized benefit package when compared to areas without customized
benefit packages.

C. Data Sources

Data for the evaluation will be obtained from the following sources:

Administrative data submitted during plan approval,

Enroliment files,

Encounter/utilization data,

Audited HEDIS and HEDIS-like reports from participating plans,
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e Consumer Assessment of Health Plan Survey (CAHPS) of a sample of each
plan’s enrollees supplemented by questions related to health status or special
needs and experience with plan selection and Enhanced Benefit accounts, and

¢ Surveys of Medicaid disenrollees.

D. Methodologies

Various methodologies may be used to answer the research questions and address the
hypotheses. The state expects to conduct both quantitative analyses and qualitative
analyses. The state is considering a pre-post evaluation design for several areas since
baseline data for many of the measures are currently available through the Consumer
Assessment of Health Plan Survey (CAHPS), and Health Plan Employer and Data
Information Set (HEDIS) and HEDIS-like measures currently used by the state, as well
as current claims data. After the first two full years of implementation the state also
anticipates that encounter data from the managed care plans will be available to use for
program and evaluation purposes

A qualitative analysis will be conducted of participating managed care plans. As part of
this analysis, managed care plans will be classified by selected variables such as type
(HMO, PPO, safety net provider), benefit package offered, and provider network.
Enrollment by plan and demographic profile of each participating managed care plan's
Medicaid enrollees will be provided. Service utilization and selected outcome measures
will also be provided by managed care plans.

Additionally, the state expects to employ a process analysis to gather lessons learned
from initial implementation, as well as case studies on selected areas.
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X. Title XIX Waivers

The state will be requesting that CMS grant a waiver of the statutory provisions
identified below in order to effectively implement the Florida Medicaid Reform waiver.

1. Section 1902(a)(1), Statewideness/Uniformity

To enable the state to operate the demonstration and provide managed-care
plans or certain types of managed care plans, including provider sponsored
networks, only in certain geographical areas.

2. Section 1902(a)(10)(B), Amount, Duration and Scope/Comparability of Services

To permit the state to modify the Medicaid benefit package to allow for the
creation of multiple benefit packages and specialty plans that offer differing
benefits and benefits that vary in amount, duration, and scope, based on differing
managed care arrangements, or in the absence of managed care arrangements.
All benefit packages will be actuarially equivalent to State Plan coverage.

To permit coverage of benefits for the demonstration population that is not
covered for the non-demonstration population.

To relieve the state of the requirement to provide wrap-around services for
enrollees that choose to access coverage under an employer-based or private
plan.

3. Section 1902(a)(10)C)(1), Income and Resource Rule
To permit the state to exclude funds in an enhanced benefits account form the
income and resource limits established under state and federal law for Medicaid
eligibility. Recipients will be permitted to accumulate funds in an Enhanced
Benefit Account for health-related purchases.

4. Section 1902(a)(14), Cost-Sharing

To permit the state to authorize coverage of employer-based or private plans that
have cost sharing requirements in excess of the Medicaid limits

5. Section 1902(a)(23), Freedom of Choice

To enable the state to restrict freedom of choice of providers.
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6. Section 1902(a)(32), Direct Payment
To enable the state to provide the following:

A direct payment to providers not enrolled in Medicaid on behalf of beneficiaries
or their representatives for authorized medical-related expenditures under an
enhanced benefit account.

A direct subsidy or reimbursement, not to exceed the established premium,
including through use of a voucher, to enrollees, or insurers to enable low-
income enrollees to pay for their share of medical insurance costs when they
elect enroliment in an available employer-based or private plan.

A direct subsidy or reimbursement, including through a use of a voucher, to self-
employed enrollees, or to insurers to enable enrollees to pay for the cost of
health insurance.

7. Section 1902(a)(43)(A), Early and Periodic Screening, Diagnosis, and Treatment

To waive requirements that the state must pay for any service required to treat a
condition identified during EPSDT screening when the enrollee has opted out of
Medicaid and enrolled in an employer-sponsored insurance or private plan that
may not cover the service.

8. Section 1902(a)(3), Hearing Rights

To waive the provision regarding hearing rights before a state Medicaid agency
for the denial of a service by an employer-sponsored or private plan. Under
Florida law, some individuals may access the state’s Subscriber Assistance
Panel, but provisions are not consistent with Medicaid fair hearing standards and
do not apply to self-insured plans.

9. Section 1902(a)(8), Timely Processing of Applications

To waive the provision regarding timely processing of applications to allow
completion of the eligibility determination contingent upon the individual
selecting, or the state assigning an individual to, a managed care plan within the
first 30-days. During this period, the individual will receive only emergency care.

A. Costs Not Otherwise Matchable

Under the authority of section 1115(a)(2) of the Act, expenditures made by the state for
the items identified below (which are not otherwise included as expenditures) under
Section 1903 shall, for the period of this extension, be regarded as expenditures under
the State’s Title XIX Plan.
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. The subsidy, reimbursement, or voucher, provided to enrollees for their share
of medical insurance costs for employer-based and private plans

. Expenditures for costs incurred as a result of the automatic re-enroliment of
enrollees who have regained eligibility within six months, in the last plan of
enroliment, and which would not otherwise be eligible for automatic re-
enrollment under section 1903(m)(2)(H) of the Act.

. Expenditures for payments to entities that do not meet federal HMO or state
licensure requirements, pursuant to section 1903(m)(1)(A) and (2)(AXi) of the
Act. Such entities consist primarily of PSNs. Such PSNs will not be risk-
bearing entities until demonstration year three, but expenditure authority is
necessary in the event that the state has not completed promulgating the
licensure requirements for PSNs at such time as they become risk-bearing
entities.

. Expenditures made by Florida for costs related to providing health care
services to uninsured individuals, subject to the restrictions placed on the
Low-Income Pool, as defined in the Special Terms and Conditions.
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Xl. Budget Neutrality

The Agency projects that budget neutrality will be achieved by reducing the rate of
increase in utilization and payment rates for Medicaid services subject to the
demonstration, while also making available certain additional benefits as described
within the waiver. The savings realized by reducing the rate of increase in Medicaid
expenditures for the Medicaid eligibles within the demonstration will be available to
increase access to healthcare services for low income and uninsured individuals
through a LIP. ‘

Using the provided budget neutrality template, a cost effectiveness analysis of the
proposed demonstration program has been completed.

Budget neutrality has been prepared assuming statewide implementation of the waiver.
A. Medicaid Eligibility Groups (MEGs)

The following MEGs are defined as covered populations within the demonstration. All
MEGs have been defined as mandatory populations. Please see Table 2 that lists the
MEGs and Florida Medicaid Management Information System (FMMIS) codes that have
been identified for these categories.

MEG 1 - Supplemental Security Income (SSI) Related. Includes all non-
Medicare eligibie individuals that are aged or disabled, or have characteristics
similar to this population. This group includes:

= Persons receiving SSI cash assistance whose eligibility is determined by
the Social Security Administration. Such individuals have an income limit
of approximately 75% of the federal poverty level (FPL) and an asset limit
of $2,000.

= Persons eligible for the Institutional Care Program (ICP). Includes non-
Medicare individuals that qualify for Medicaid benefits with an income level
up to 300% of federal poverty level (FPL) and have been determined to
need a level of care associated with institutional care. Such care may be
provided through a nursing home, hospice, or home and community based
service. The asset limit for this category is $2,000 per individual or $3,000
per couple.

= Persons eligible for Developmentally Disabled Waiver (DD) services.
Includes non-Medicare individuals that qualify for Medicaid based upon
ICP requirements, but have level of care requirements qualifying them for
intermediate care for the developmentally disabled. The income limit is up
to 300% of FPL, and the asset limit is $2,000 per individual or $3,000 per
couple. Please note this waiver does not include any DD-waiver services.
Expenditures included in the Medicaid Reform Waiver for DD related
individuals are for state plan services and new flexible benefits only.
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MEG 2 - Children and Families. Includes all non-Medicare recipients subject to
the state’'s Medicaid income and eligibility criteria and the federal criteria found in
Section 1931 of the Social Security Act, and those with similar characteristics.

This group also includes recipients receiving services from the Florida
Department of Health’s Children’s Medical Services. These children are defined
by s. 391.021, F.S., and are subject to Medicaid eligibility criteria. They are
children younger than 21 years of age who have chronic physical,
developmental, behavioral, or emotional conditions and who also require health
care and related services of a type or amount beyond that which is generally
required by children.

Hospital Inpatient Upper Payment Limit Program expenditures paid through
supplemental payments to hospitals are a separate category.

Please reference Table 2 for details regarding excluded individuals.

B. Historical Costs (Current Law Populations)

Historical expenditures for each of the two MEGs have been summarized beginning
with State Fiscal Year (SFY) July 1, 1999, through June 30, 2000, and continuing
through SFY July 1, 2003, through June 30, 2004. As of the submission date of this
waiver, SFY 2003-04 was the most recent period with completed claims data. See
Table 3.

All expenditures are based upon claims with dates of service within the timeframe
described and include a completion date of six months following the end of the fiscal
period.

MEG expenditures include the following:

State plan services.

Pharmacy rebates adjustments

1915(b)(3) services related to disease management and mcentlve arrangements.
Expenditures for individuals enrolled in managed care plans with capitated rates
as the basis for payment.

Expenditures for managed care plans that use fee-for-service case management
and not capitation as the basis for payment.

Hospital inpatient expenditures related to Medicaid Shortfall payments but
administered through the Hospital Inpatient Upper Payment Limit Program
(Hospital UPL). All such payments are included within the historic claims data.
Supplemental hospital payments made through the Hospital UPL Program have
not been included within the MEGs, but have been identified as a separate
category.
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= Supplemental physician service payments made under the Medicaid State Plan
have been included. Such expenditures were allocated based upon the
utilization of physician services by year for the MEGs included in the waiver.
Only the allocation of these services in relation to MEG expenditures is included
in the historical expenditures.

» Nursing home expenditures distributed through the Nursing Home Upper
Payment Limit Program (Nursing Home UPL). Such experiences were allocated
based upon the utilization of nursing home services by year for the MEGs
included in the waiver. Only the allocations of these services in relation to MEG
expenditures are included in the historical expenditures.

Please reference Table 2 for excluded services.

Growth rates for both case months and expenditures have been determined using the
methodology recommended by the Centers for Medicare and Medicaid Services (CMS),
which is an average growth rate based upon data within the historical period, with the
following exceptions: each MEG includes various populations that have been analyzed
based upon their individual characteristics, and separate inflation factors have been
calculated for each of these populations before being summarized into the MEGs
shown. Within MEGs 1 and 2, eligibles that qualified for Statewide Inpatient Psychiatric
Program (SIPP) services had a growth rate averaged over a three-year period, as the
program began during SFY 2001-02.

C. Without-Waiver Budget Projections

Projected expenditures assume claims with dates of service during the projected
periods with a completion date of six months foIIowmg the end of the fiscal period. See
Table 4.

Demonstration trend rates (case months and cost per eligible), except for Section 1931,
AIDS and SIPP Waiver eligibles, have been based upon the average growth rate as
determined by the five-year historical trends. Each MEG includes various populations
that have been analyzed based upon their individual characteristics, and separate trend
factors have been applied to each of these populations.

Case months for the demonstration period for AIDS Waiver recipients have been
continued at the SFY 2003-04 level; no growth or reduction has been applied. During
the five-year historic period, case months have declined. The state does not believe
this trend will continue, but will instead plateau at the 2003-04 level. Given the level of
general education and awareness, the state also does not anticipate this population to
experience significant growth. Case months for AIDS Waiver recipients have been
included within MEGs 1 and 2.

All expenditures included in historic expenditures are included in the projected Without-
Waiver expenditures.
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Section 1931 eligible PMPM expenditures were trended based upon the trend rate
determined within the recently approved 1915 (b) Managed Care Trend Waiver. This
rate of growth was determined to be more reflective of anticipated growth within this
eligibility category due to greater use of managed care by Medicaid children and
families. Case months were trended using growth rates based upon historic data.

The cost per eligible for those participating in the AIDS Waiver has also decreased an
average of nearly 2 percent per year over the five-year historic period. As with case
months, the state does not believe this downward trend will continue. Although it is
understandable that new drug regimens and treatment protocols have reduced the
average cost per recipient within recent history, it is expected that such expenditures
should remain relatively constant into the future. Therefore, the cost per eligible for the
demonstration periods have been trended at 5.16 percent each year, which is the same
as the increase in SFY 2003-04 for the SSI component of the AIDS Waiver eligibility
group. The SSI portion of AIDS waiver participants represents 97 percent of the SFY
2003-04 case months. Expenditures for AIDS Waiver recipients have been included
within MEGs 1 and 2 based upon which MEG the qualifying case month was classified.

SIPP Waiver trends presented similar challenges, as the program was initiated during
SFY 2001-02. Due to surges in growth as this program began operations, historic
trends for the three-year period exceeded 50 percent per year, which is not expected to
continue. Given the limited resources available for this program, the state projected
case months to continue at the SFY 2003-04 level; no growth or reduction has been
applied.

Cost per eligible has been trended forward based upon the three-year average
calculated using historical experience. SSi-related SIPP expenditures have grown at an
average annual PMPM rate of 1.18 percent over the three-year period, and children and
family-related SIPP expenditures grew at an annual PMPM rate of 3.57 percent.

The months of aging have been determined as the number of months between the
midpoint of the last historic period (SFY 2003-04) and the midpoint of D1 (April 1, 2006
— March 31, 2007), calculated as follows:

Months to
December
or D1

SFY 2003-04 Midpoint  1/04 --
Intervening period 1/04-12/05 24
Intervening period 1/05-9/06 9
D1 Midpoint 9/06 -=
33
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D. With-Waiver Budget Projections

Projected expenditures assume claims with dates of service during the projected
periods with a completion date of 6 months following the end of the fiscal period. See
Table 5.

Case months are not expected to be affected by this waiver as eligibility criteria are
unchanged. All case-month projections are the same as Without-Waiver case months.
The state also anticipate the rate of growth in the historical five-year period to be
consistent with the next five-years.

Costs per eligible have been inflated to the beginning of D1 using historical trends
except as noted above, using a midpoint to midpoint methodology. Waiver growth
trends were then applied to inflate D1 expenditures to the midpoint of D1. All costs in
later demonstration periods were inflated at the state With-Waiver trend rates, but
based upon the individualized growth rates for the particular populations within each
MEG. Future growth rates are a function of trends as described in the Without-Waiver
assumptions, as managed care and waiver policies are anticipated to result in a lower
level of growth than would have been anticipated. Although per member per month
costs are projected to continue to increase under the Medicaid Reform Waiver, the
increases are expected to be more controlled and lower than without the waiver.

With-Waiver expenditures are projected on a statewide basis.
The PMPM amounts include expenditures for the new enhanced benefits.

A new section has been added within the With-Waiver template for the LIP. A constant
amount of $688,312,448 has been added during each year of the demonstration. This
amount was converted into a PMPM amount using the case months for each MEG
during D1, and the corresponding PMPM amount was removed from each MEG. This
step removes the $688 million from MEGs 1-2, reflecting a constant balance available
under the LIP. No explicit growth has been applied to the LIP. The state will use
savings generated from MEGs 1-2 during the demonstration period to supplement the
base of $688 million.

E. Conclusion

Florida anticipates controlling the rate of growth of future Medicaid expenditures through
widespread use of managed care and consumer-directed enhanced benefits. These
programmatic changes, applied to the eligibility groups within the waiver, are projected
to result in total cost savings during the demonstration period. A portion of these
savings is anticipated to be used to provide access to healthcare services to the
uninsured through the LIP.
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Appendix I:
Current Environment

Florida implemented Medicaid managed care in 1982, when the Paim Beach County
Public Health Unit began operating Florida’s first Medicaid managed care plan. In 1984,
Florida was selected as one of five states to receive a grant from what is now the
Centers for Medicare and Medicaid Services, formerly named Health Care Financing
Administration (HCFA), to implement a demonstration program. Between 1984 and
1990 eligible Medicaid recipients were provided the opportunity to enroll in Medicaid
health maintenance organizations (HMO). Since Medicaid HMOs were not available
statewide, many areas of the state were initially left uncovered. In response, Florida
developed a primary care case management (PCCM) program known as MediPass as
an alternative strategy to expand managed care throughout the state and to provide
Medicaid recipients with another managed care option. ‘

Since implementation of MediPass in 1990, Medicaid managed care has evolved into a
variety of programs including managed care organizations (MCO), primary care case
management programs, prepaid inpatient health plans (PIHP), and prepaid ambulatory
health plans (PAHP). In general, the state has created a menu of options from which an
individual may choose. The state has also created special programs specifically for
individuals enrolled in MediPass (PCCM). These programs include the prepaid mental
health plans and all PAHPs with the exception of Minority Physician Networks and
Pediatric Emergency Room Diversion Program, which are other managed care options.

Health Maitenance Organizations

MCO Frail / Elderly Program
Exclusive Provider Organization
PCCM MediPass

Children’s Medical Services Network

Provider Service Network

Prepaid Mental Health Plan

Prepaid Dental Health Plan

PAHP Minority Physicians Networks

Pediatric Emergency Room Diversion Program

PIHP

Of the 2.2 million individuals eligible for Medicaid, 1.5 million are enrolled in one of the
managed care programs. Of this number, over 700,000 individuals are enrolled in
primary care case management (PCCM) programs that are paid on a fee-for-service
basis. In an effort to better manage their care, individuals enrolled in MediPass may
also be enrolled in other managed care programs. For example, an individual in
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MediPass may also be enrolled in the prepaid mental health program and the prepaid
dental program. This has created a fragmented system of carve outs. HMOs are
currently the only entities that provide coverage for a comprehensive set of services;
however, they are operational in only 33 of 67 counties. This results in limited
competition in many parts of the state. Additional detail regarding the delivery systems
identified in the chart above is provided below. Current enrollment figures for each
program are provided in the tables provided on page 77.

Managed Care Organizations (MCOs)

Florida operates two types of MCOs: health maintenance organizations and exclusive
provider organizations. All MCOs including all other types of managed care plans are
required to ensure that all covered services are available and accessible to enrollees.
Enrollees receive information about choice of health care providers; a description of
services available including limitations and general restrictions on provider access,
exclusions and out-of-network use of providers; and a description of enrollee rights and
responsibilities.

Medicaid Health Maintenance Organization (HMO)

Medicaid HMOs are fully capitated entities licensed under Chapter 641, Florida
Statutes, at risk for inpatient hospitalization and any other covered services. Currently,
Florida Medicaid contracts with eleven Medicaid HMOs with over 750,000 enrollees for
the provision of comprehensive health care services. The state identifies a set of
mandatory and optional service that HMOs must cover. HMOs have the option to
provide dental, transportation, nursing facility and home and community-based services.
An HMOs service package cannot be more restrictive than those provided under
Medicaid fee-for-service. HMQOs may require that services be prior authorized, except
for emergency, family planning, chiropractic, podiatric, and some dermatology services.
HMO's may also provide services under the contract that Medicaid does not cover, such
as over-the-counter drugs.

Medicaid Exclusive Provider Organization (EPO)

Medicaid EPOs are fully capitated entities licensed under Chapter 627, Florida Statutes,
at risk for inpatient hospitalization and any other covered services. An EPO is an
organization of health care providers, or a group of providers of health care, that has
entered into a written agreement with the insurer to provide benefits under a health
insurance policy issued under Section 627.6472, Florida Statutes. An EPO is similar to
an HMO regarding the type of covered services, but is designed to fit the specific needs
of many underserved rural counties and excludes Medicare dual eligibles. The state
anticipates entering into its first contract with an EPO in 2005.

Primary Care Case Management (PCCM)

Florida operates two types of PCCMs: the MediPass Program and the Children’s
Medical Services (CMS) Network. Florida’s PCCM programs are systems of care under
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which primary care case managers contract to case manage the care of enrollees on a
non-risk basis with a $3.00 per member per month case management fee. All services
are paid for on a fee-for-service basis. PCCMs provide enrollees primary care services,
24-hour access to care and referral and authorization for specialty services and hospital
care.

Medicaid Physician Access System (MediPass)

MediPass is offered statewide and was established as an alternative managed care
option to HMOs. MediPass was intended to provide eligible beneficiaries improved
access to health care, improve continuity of services, strengthen the patient/physician
relationship, promote the educational and preventative aspects of health care, reduce
unnecessary service utilization, and reduce Medicaid expenditures. MediPass provides
primary care services, 24-hour access to care, and referral and authorization for
specialty services.

Children’s Medical Services (CMS) Network

The CMS Network provides coordinated primary and tertiary care to Medicaid-eligible
children with special health care needs who meet CMS eligibility criteria on a statewide
basis. The CMS Network provides eligible children with a coordinated system of health
care that links community-based health care with multidisciplinary, regional and tertiary
care. CMS Network-eligible children are assigned to a CMS Network primary care
provider and receive ongoing support from CMS Network care coordinators within the
local CMS Network field offices.

Prepaid Inpatient Health Plan (PIHP)

Florida operates two types of PIHP: the PSNs and the Prepaid Mental Health Plans
(PMHPs).

Provider Service Networks (PSNs)

in 1997, the Agency was authorized to establish Medicaid PSNs as a demonstration
project to develop a successful managed care partnership between Florida Medicaid
and various historical high-volume providers of care to Florida’s Medicaid enrollees.
After a competitive bidding process, a PSN was selected and became operational in
2000. Florida’'s PSN is an integrated health care delivery system owned and operated
by Florida hospitals and physician groups. The PSN is a non-risk-bearing entity and is
paid on a fee-for-service basis. The PSN provides all Medicaid-covered services to
eligible beneficiaries including inpatient hospitalization.

Prepaid Mental Health Plans (PMHPs)

In 1996, the Agency began contracting with PMHPs, which are limited risk-bearing
entities to provide mental health services in the most cost-effective manner to eligible
beneficiaries in selected areas of the state. PMHPs are currently operated in Medicaid
Area Six and Area One with recent legislation mandating statewide expansion of the
plans. The PMHPs are selected through competitive procurement to provide, on a
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limited capitated basis, the following mental health services: community mental health,
mental health targeted case management, inpatient psychiatric hospitalization
(emergency and non-emergency), and outpatient psychiatric hospitalization (mental
health and physician services). The PMHP entities assume all the risk for the limited
set of services they provide. PMHP enrollees receive their remaining heaith care
services through MediPass.

Prepaid Ambulatory Health Plan (PAHP)

Florida operates three PAHPs: Prepaid Dental Health Plan (PDHP), the Minority
Physician Networks (MPNs), and the Pediatric Emergency Room (ER) Diversion
Program in selected areas of the state.

Prepaid Dental Health Plan (PDHP)

In July 2004, the Agency began contracting with a single PDHP to provide dental
services on a limited capitated basis to Medicaid-eligible children under the age of 21 in
Miami-Dade County. The PDHP provides all dental services.

Minority Physician Networks (MPNs)

In 2003, the Agency established agreements with two physician-owned MPNs in which
the majority of physicians are members of racial and ethnic minority groups. The MPNs
provide enhanced primary care case management services. In addition, the MPNs
support the primary care case managers by providing administrative and utilization
management services as a means of containing cost and enhancing the quality of care.
The MPN primary care providers are paid $3.00 per member per month for case
management services and paid on a fee-for-service basis for all services provided. In
addition, they are eligible to receive a portion of shared savings.

Pediatric Emergency Room (ER) Diversion Program

In 2002, the Agency established agreements with Pediatric ER Diversion Programs as
an alternative managed care option in Medicaid Area 10, Broward County. The
Pediatric ER Diversion Programs were designed to manage patient care to ensure
adequate access to primary care, reduce inappropriate utilization of emergency
services, control program costs, and improve health outcomes. The ER Diversion
primary care providers are paid $3.00 per member per month for case management
services and paid on a fee-for-service basis for all services provided. In addition, they
are eligible to receive a portion of shared savings.
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June 2005 Enroliment by SSI and TANF

HMO 781,521 14.6%

MediPass 571,449 20.7% 79.3%
Children's Medical 25,889 54% 46%
Service Networks

Provider Service 18,087 29.1% 70.9%
Networks (PSNs)

Minority Physician 118,040 20.0% 80.0%
Networks (MPNs)

Pediatric Emergency 16,173 4.3% 95.7%
Room (ER) Diversion

Total PCCM 747,579 18.1% 81.9%

June 2005 HMO Enroliment Snapshot*

AMERIGROUP 13] 135,843 84%| 25,653 16% 161,396
BUENA VISTA 10] 24,745 88% 3,242 12% 27,897
CITRUS HEALTH CARE 4 8,258 89% 1,036 11% 9,294
HEALTHEASE 30 190,862 87%| 29,133 13% 219,995
HEALTHY PALM BEACHES 1 5,241 100% 0 0% 5,241
HUMANA FAMILY 3| 44,820 83% 9,478 17% 54,298
JMH HEALTH PLAN 1 11,921 83% 2,369 17% 14,290
PREFERRED MEDICAL PLAN 2 14,186 87% 2,030 13% 16,216
STAYWELL 15 162,846 85%| 28,734 15% 191,580
UNITED HEALTHCARE PLAN 13 54,917 86% 9,098 14% 64,015
VISTA HealthPlan of S. FL 1 13,032 76% 4,177 24% 17,209

TOTAL 33* 666,671 85%| 114,850 15% 781,521

*Unduplicated count
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Appendix II:
Phase-In of Implementation

Roll Out Reform Plan in Duval and Broward Counties

The tables below, indicate Reform will start in Broward and Duval Counties and provide
an overview of the transition. The model assumes that during the transition period,
there will be 131,065 individuals in Broward County and 78,124 in Duval County
enrolled in a managed care plan under Reform. These figures are the current managed
care enroliment levels as of June 2005 and do not include unassigned individuals. No
increase in new eligibles or total enroliment is assumed. Below is a summary of the
transition in the first year.

Broward County

As of June 2005, the state contracts with one PSN, two MPNs and one ER diversion
program with a total enroliment of 31,881. The state also contracts with seven HMOs
with a total enrollment of 74,121. The current managed care plans will have to apply as
a reform plan to participate. The Agency assumes that there will be at least two
managed care reform plans. If all plans continue as reform plans, there will be at least
11 managed care choices. Individuals in MediPass will be required to select a reform
plan at the time of eligibility redetermination. The model assumes that one-twelfth of the
current managed care enrollees will transfer to a managed care plan under Reform
every month. These enrollees are assumed to choose or be assigned to an HMO or
PSN equally. Enrollees in a PSN, MPN, or ER diversion program will also be given the
opportunity to change plans at the time of redetermination. However, should the plan
participate under Reform, it is assumed that the individual will elect to remain enrolled in
the same plan. At the end of the transition period, enrollment in PSN reform plans and
managed care reform plans is estimated to increase by 12,531, which represents half of
the total MediPass enroliment at implementation.

Broward County

90 August 30, 2005



Florida Medicaid Reform
Application for 1115 Research and Demonstration Waiver
Appendix Il

Duval County

As of June 2005, the state contracted with one MPN with a total enroliment of 3,826 and
one HMO with a total enrollment of 41,418. The Agency assumes that if both plans
continue as reform plans, there will be at least two managed care choices. Therefore,
individuals in MediPass will be required to select a reform plan at the time of eligibility
redetermination. It is assumed that one-twelfth of the current managed care enrollees
will transfer to a managed care plan under Reform every month. These enrollees are
assumed to choose or be assigned to an HMO or PSN equally. Enroilees in the MPN or
HMO will also be given the opportunity to change plans at the time of redetermination.
Should a plan participate under Reform, it is assumed that the individual will elect to
remain enrolled in the same plan. At the end of the transition period, enroliment in PSN
reform plans and managed care reform plans is assumed to increase by 16,440, which
represents half of the total MediPass enrollment at implementation.

Duval County

20,266

57,85%
78,124

Enroliment levels as of June 2005 are assumed to remain the same at the time of implementation

Enroliment choice will be made at redetermination of Medicaid eligibility.

The total managed care eligible population will go through redetermination within 12 months

Enrollment choices will be made by 1/12 of the total population each month in each county

In Broward county there will be 2,088 choosers from MediPass each month, 6,177 choosers from the HMO

each month, and 2,656 choosers from the PSN-MSN each month.

o In Duval county there will be 2,740 choosers from MediPass each month, 3,451 choosers from the HMO
each month, 319 choosers from the MPN

e The split between the new reform plans will be 50%-50% for MediPass enroliees

e People currently enrolled in a PSN, MPN or HMO are assigned to the reform choice of the current choice

(100% of PSN goes to PSN reform, 100% of HMO goes to HMO reform)

Assumptions:

Actual experience may deviate from the estimates.
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Appendix lil:
State Plan Covered Services

Advanced Registered Nurse Practitioner Services

County Health Department Services

Dental Services - Children

Dental Services — Children

Child Health Check-Up Services

Emergency Services

Family Planning Services

Federally Qualified Health Centers

Hearing Services*

Home Health Care Services - Private Duty Nurses*

Hospital Services — Inpatient

Hospital Services — Outpatient

Independent Laboratory Services

Licensed Midwife Services

Optometric Services*

Physician Services

Physician Assistant Services

Rural Health Clinic Services

Therapy Services — Occupational®

Therapy Services — Physical*

Therapy Services — Respiratory™

Therapy Services — Speech*

Transportation

Visual Services — Children

*Under age 21
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Advanced Registered Nurse Practitioner Services

Assistive Care Services

Birth Center Services

Chiropractic Services

Community Mental Health Services

County Health Department Services

Dental Services - Children

Durable Medical Equipment and Medical Supplies

Freestanding Dialysis Centers

Home Health Care Service

Podiatry Services

Prescribed Drugs

Targeted Case Management

Visual Services - Adult
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Appendix IV:
Benefit Plan Evaluation Prototype

The purpose of this model is to provide an Excel-based example of how a Medicaid Reform Actuarial
Equivalence Model might work. This prototype does not have the full functionality that a live version
would have, but should provide an example of how the final model may be structured and how changes in
scope, amount, and duration of services can be evaluated.

Throughout the model, items colored dark gray indicate that functionality is planned for the final model,
but not included in the prototype. In addition, certain of the model tools have been built based on readily
available data on similar populations in other states, adjusted to reflect key aspects of Florida's historical
experience. The final live model is expected to be based on Florida experience entirely.

This model evaluates a proposed plan's actuarial equivalence to total historical Medicaid FFS experience
(i.e., the proposed plan design is tested against the comprehensive and catastrophic components). This
approach assumes the catastrophic component benefit design will be integrated with the comprehensive
plan design and appropriate sufficiency thresholds established to ensure comparability between the
catastrophic component of the proposed plan and the corresponding catastrophic level in historical
Medicaid. If an integrated catastrophic plan design is not adopted, the actuarial equivalence approach
used in this prototype will require revision.

Additional benefits not covered by historical Medicaid that may be offered by plans must be included in
the actuarial equivalence calculations. This prototype model is established to accept inputs of PMPM
values of any additional benefits, assuming that they are developed and provided by the proposing entity
and accompanied by suitable supporting documentation.

Each worksheet in the model contains a box of "prototype commentary" that describes the purposes of
the sheet and the refinements that could or should be included in a final version.
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State of Florida Medicaid Reform Program - Plan Evaluation Model Prototype

Prototype Commentary: This User Input worksheet gathers information about the proposed plan: its
targeted population, the geographic area in which it will be offered, and the benefit design.

A great deal of flexibility in benefit design will be accommodated in the final model, as shown in the benefit
design input grid. The prototype provides examples of how annual benefit limits are evaluated for Total
Inpatient Care, Total Prescription Drugs, and Outpatient Behavioral Health. It also provides examples of
how co-pay differences can be evaluated, although the prototype does not value co-pays applied on a
different basis than historical Medicaid (e.g., per day versus per admit). The prototype evaluates
prescription drug limits on an annual basis against an unlimited benefit, whereas the current Florida
Medicaid program has a monthly limit on brand name prescriptions.

Additional benefits (not historically covered by Medicaid) will be valued by the proposing entity and PMPM
values input by AHCA into the model. The proposing entity will be required to submit supporting
documentation to AHCA.

Step 1:

Enter Carrier Name Florida Health Systems, Inc.

Enter Plan Name Health Connections

Step 2: Contract Period

Enter Contract Period Begin Date (MM/DD/YY) 07/01/05

End Date (MM/DD/YY) 06/30/06
Step 3: Population Target
Select Target Population(s) Children and Families (Yes/No) Yes
Aged and Disabled (Yes/No) Yes

Step 4: Target Region 1"

Select Target Region Pensacola Area 1
Tallahassee and Panama City Area 2
Gainesville and Ocala Area 3
Jacksonvllle and Daytona Beach Area 4
Clearwater/St. Petersburg Area 5
Tampa Area 6
Orlando Area 7
Ft. Myers Area 8
West Palm Beach Area 9
Ft. Lauderdale Area 10
Miami and Florida Keys 11
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Appendix V:
Recommendations for Earning Enhanced Benefit Credits
Florida Agency for Health Care Administration

The purpose of this report is to provide recommendations for healthy practices and/or
behaviors that could be the basis for earning a deposit into an Enhanced Benefit
Account for a Florida Medicaid enrollee under the State’s proposed redesign. Based on
a preliminary evaluation of the program objectives, the state has identified the below
listing of proposed practices and/or behaviors that an individuals could undertake. The
activities were selected to encourage participation and administrative simplicity with a
view towards things that can be documented by someone in the system without having
to establish an overly complex monitoring system to track each individual’s claims to an
EBA deposit.

The Enhanced Benefit Panel will review the identified activities and develop
recommendations regarding approved services, potential value, and activities covered.
The list may be expanded or contracted based on the panel’s evaluation.

1. On a yearly basis, the custodial parent takes her child to the primary care
provider for all screenings and immunizations at the age appropriate time.

2. Parents with children between the ages of 4-18 make and keep appointments for
an annual dental exam for their children.

3. Parents with children between the ages of 3-6 make and keep an appointment
for a vision-screening exam.

4. Parents with children between the ages of 3-18 make and keep an appointment
for a yearly comprehensive well child-visit.

5. The member maintains active participation in a disease management program
relevant to a current or potential health problem, e.g. diabetes, heart, obesity.

6. The member completes a smoking cessation program (Note: this is not pegged
to actually quitting since that is impossible to monitor. Rather it is designed to
encourage participation in any number of smoking cessation programs like those
offered by the American Cancer Society).

7. The member completes a weight loss program (Note: for exampie, the member
enrolls in weight watchers and earns a gold key which means they have met goal
and maintained it for at least six weeks or engages in a physician monitored
weight loss program).
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8. The member completes and signs a living will or advance directives regarding
their wishes in the event of a catastrophic iliness.

9. The member plays a sport in an organized entity that can be documented, e.g.
YMCA, city league, etc.

10.For the elderly and disabled, the member participates in an appropriate exercise
program, e.g. mall walking, gym-sponsored program.

11. The member enrolls her child in an organized sport, e.g. gymnastics, softball, etc.
12.Members, when recommended by their physician, get a yearly flu shot.
13.Members with an on-going drug regiment fill and refill their prescriptions timely.

14.For members with an alcohol and/or drug issue, the member enrolls and is an
active participant in an appropriate treatment program.

15. Adult members schedule and keep appointments for age appropriate screenings,
e.g. mammograms, pap smears, colorectal screenings.

Once these behaviors have been agreed upon and the development of rates has
progressed further, the next step will be to determine an appropriate value to assign to
the behaviors and to begin developing a detailed description of how these accounts will
be managed.
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Mission Statement
The Agency for Health Care Administration champions accessible, affordable, quality health care for all Floridians.
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Principles of Florida’s Medicaid Reform

Today's Medicaid
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 Unsustainable Growth  Predictable Growth

What Florida Expects to Achieve:

»  Competition-inspired innovation and efficiency: Under Reform, Florida Health Plans,
Provider Service Networks, and health insurance entities will have the ability to tailor
their services and delivery systems in a manner that is most appealing to recipients and
meets their needs in the changing medical marketplace. As medicine evolves, the benefit
designs must evolve as well. There will be transparency in the outcomes for each plan, so
consumers and the public will know which plans perform best in terms of consumer
satisfaction and access to preventive services.

»  Services for Children: Florida’s Medicaid Reform recognizes the huge impact Medicaid
has on providing services for children. That is why Florida is NOT requesting to waive
Early and Periodic Screening, Diagnosis and Treatment (EPSDT) services for children.
This means that all children eligible for Medicaid will receive any service that is deemed
medically necessary. Also, the reform is designed to fundamentally change the system
from episodic care once someone is ill to a system that is designed to identify chronic
conditions early so children who have medical needs can receive services before they end
up with a serious medical condition.

»  Flexible plan designs increase access to care: Health Plans will be allowed to customize
their benefit design to best meet the needs of the target populations in the geographic
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areas they intend to serve. The state will evaluate these custom benefit packages to ensure
that they are actuarially equivalent to historical fee-for-service and sufficient to meet the
needs of the targeted populations. To incentivize more prevention and identification of
chronic illnesses, rates will be risk adjusted. By doing so, the state provides fair
compensation to the plans that effectively identify those children and adults who suffer
from undiagnosed chronic illnesses. This will lead to better coordination of services for
those who most need them. In addition, by allowing Provider Service Networks to accept
risk, Florida expects that provider groups will emerge in currently underserved areas of
the State and that access to health care for people living in those areas will be improved.

Recipients have a variety of plan choices: Under reform, Medicaid recipients will be
able to choose among a variety of Provider Service Networks, health plans and insurance
products offering comprehensive and catastrophic care or they may opt out of the
Medicaid program and use their premium to participate in an employer- sponsored health
insurance benefit. Because providers will have the ability to create benefit designs
tailored to specific target populations, recipients will have the ability to choose from a
variety of benefit packages — finding the one that best meets their needs rather than being
required to choose a one size fits all program as currently exists. An important
distinction between the old Medicaid program and reform is transparency. All plans will
be measured based on outcomes, and that information will be shared with consumers as
they make their choices. Information like consumer satisfaction with the plan, percentage
of children in each plan that receive preventive dental and medical care, percentage of
children in each plan that receive their vaccinations, waiting times for customer
assistance — are all important measures and w111 be among those plans will be responsible
for reporting.

Recipients control disposition of premium dollars and have a stake in better health
behaviors: Florida’s Reform plan embraces a proven model of consumer directed care.
Recipients will have more provider and benefit package choices and their health plan
decisions will shape the future of the system. A key feature of the new design is the
addition of an enhanced benefit. Funded from managed care savings, this benefit
resembles a Health Savings Account. By engaging in verifiable healthy behaviors,
recipients earn credits to their enhanced benefit account that they can spend on approved
health related expenses such as co pays, over the counter medication, or other products or
services not covered currently by Medicaid or by their plan. The purpose is to encourage
recipients to be proactive in their choices, to engage in behaviors that will improve health
outcomes, help prevent future higher cost services and to provide a means for them to
access other needed uncovered health care items.

‘Budget Predictability: By moving to a managed and capitated system, budget

fluctuations driven primarily by the current fee-for-service system will be minimized and
the ability to predict future budgets will be improved.
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Improved Outcomes: Florida’s reform plan embraces the concept of accountability.
Under the current Medicaid fee-for-service system, dollars are only expended once a
person is ill. This is no way to leverage the $15 billion taxpayers spend if we are truly
going to improve quality. Under reform, each plan will be measured based on a variety
of important quality measures that can help policy makers better understand which plans
offer the best practices in improving health care for Florida’s consumers. One important
measure will be in the area of health disparities among minorities. Since 50% of the
Medicaid population is African American or Hispanic, this program is a critical part of
our state’s effort to improve access and health status for our minority population — and
aggressive measurement of these outcomes is at the core of the reform plan.

Fighting Fraud and Abuse: Because of the fee-for-service nature of the current
Medicaid program, where Medicaid is managing payments for 80,000 providers and 140
million claims per year, dollars are paid out and then chased once the state recognizes the
claims were fraudulent. Despite aggressive attempts by the legislature to solve this
problem, there is practically no way to stop fraud when the system is designed to pay first
and ask questions later. Under reform, once the state pays a premium, each plan is
financially at risk to monitor their providers and aggressively review claims. This adds
an entire new element to the state’s fraud efforts that does not exist in the fee-for-service
system. Each plan will be required to report overpayments to the state, and each plan will
have the ability to limit provider networks when they see a provider that is consistently
overbilling for services.

FLEXIBILITIES

Customized benefit packages

Reform benefit packages will be designed to meet the needs of specific target
populations. Medicaid recipients, with the help of independent choice counselors, will be
able to select the benefit package that works best for them.

Target populations will include both traditional groupings, like Children and Families and
Aged and Disabled, and specialty populations such as children with chronic illness and
persons with HIV/AIDS. Florida’s Reform approach recognizes that a “one-size-fits-all”
benefit package does not adequately meet the needs of our diverse Medicaid populations.

Managed care organizations and provider service networks will compete for enrollees
based on benefit package and network. Premiums will be set by the state based upon
state estimating conference recommendations for caseload and utilization in the Medicaid
program. This will encourage marketplace innovation and efficiency in benefit design
and service delivery, while also encouraging plans to treat consumers in the most
appropriate setting — which today, unfortunately, ends up being the Emergency Room.
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Data-driven benefit package evaluation and approval process

» Provides assurance that customized plans are adequate to meet the target population’s
needs

» Florida will evaluate proposed benefit designs using a two pronged test:

— Actuarial equivalence compares the value of the entire proposed benefit package to
the value of current State Plan services, using the target population’s historical
service utilization as a yardstick. Answers the question: “Does the plan earn the
premium received?”

— Sufficiency tests compare the proposed benefit to pre-set “sufficiency standards” for
key services, including all mandatory and needed optional services. Answers the
question: “Does the plan provide enough of the most important services?”

= For example, the State may establish a standard that the outpatient hospital benefit
must cover the needs of 95% of the target population. That standard may imply a
different benefit level for an Aged and Disabled population than it does for a
Children and Families population. The sufficiency test compares the proposed
benefit to the target population’s historical utilization to determine whether the
sufficiency standard is met.

= Currently Florida is developing sufficiency tests for key services.

@ Each plan will be required to demonstrate geographic adequacy of services. This
means that in a community where there is a large population of Medicaid
recipients, a plan must demonstrate it has an acceptable network of providers in
that community.

Opt-out provision

»  Medicaid recipients with access to employer-sponsored health insurance can request that
their Medicaid premium to go toward the employee contribution of the private sector
plan.

s Unlike current Medicaid premium subsidy programs, Florida will not have to provide
wrap-around services to the employer-sponsored plan.

Enhanced Benefit Account

» Recipients can earn “enhanced benefits” by engaging in certain healthy behaviors. A
health-spending-account-style fund will be established for each individual with dollars
deposited for documented activities such as appropriate preventative screenings,
childhood dental and vision exams, disease management program participation, etc.




»  Dollars earned can be used to purchase benefits not covered under the recipient’s
customized benefit plan such as adult dental services or eyeglasses.

» This feature is expected to improve long-term health outcomes by encouraging healthy
behaviors and engaging recipients in health care decision-making.

» The state will administer the program and establish a list of healthy behavior activities
and assign a value for each activity.

Provider Service Networks

» Florida’s Reform will encourage a multitude of provider groups, including HMOs,
Provider Service Networks (PSNs), Minority Physician Networks, non-profit and
community organizations and other entities that wish to offer a competitive benefit plan
and meet the requirements of the state for quality and financial solvency.

» PSNs are networks operated by a health care provider or group of affiliated health care
providers that will arrange to provide comprehensive healthcare to Medicaid Reform
recipients. The health care provider(s) must have a controlling interest in the governing
body of the PSN.

» PSNs may be reimbursed either on a fee-for-service or a capitated basis. Fee-for-service
is limited to three years.

EDUCATION /| OUTREACH
Individual Education and 0utré2cb

» Florida Medicaid Reform will fundamentally change the way individuals interact with the
Medicaid program. Reform will bring a new array of coverage options and plan choices
and more active involvement and participation by the recipient. It is essential that
Medicaid recipients fully understand Reform and all of the options it brings.

= To assist in accomplishing this, Florida will contract with an independent Choice
Counselor. Choice Counselors will be pivotal in assisting the individual in making
informed choices by providing information in an understandable and clear manner.

» Choice Counselors will educate individuals on the fundamentals of managed care, the
health plan enrollment process and the various health plan options in the recipient's area —
including specific health plan information on customized benefit packages, network
information and plan performance information when available. The Choice Counselor
will also explain the increased potential for active involvement in their health care
decisions and delivery.
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The Choice Counselor will ask individuals if they have access to employer-sponsored
health insurance. For those that have such access the Choice Counselor will explain the
opt-out option, including individual or family coverage options and cost sharing
requirements. Should a recipient indicate interest in opting —out to employer sponsored
coverage, the Choice Counselor will assist the individual in completing the process.

Another key component of the Choice Counselor's duties is to promote health literacy
and reduce health disparities. The State believes that by increasing health literacy levels
this will also assist individuals in making informed choices in selecting a plan that meets
their needs. Improved health literacy should decrease demand for inappropriate services
and increase demand for appropriate services.

Provider Education and Outreach

The State expects that the flexibility and options available under Reform will encourage
more managed care providers to participate in Medicaid. To achieve this additional
participation the state recognizes that an on-going dialogue with providers is essential.

The State has undertaken an extensive provider education and outreach campaign.
Meetings are being held in each of the initial Reform areas with provider groups to
encourage discussion and interaction with the state and to pave the way for stronger
provider participation in the Medicaid program under Reform.

Providers have had questions on the concept of customized benefit plans and how to
develop such plans. The state has developed information and guidance on the customized
benefit plan concept and structures, examples of such plans and how to use historical
Medicaid data to develop customized benefit plans to assist them in developing a
customized benefit package.

Providers are also given information on the comprehensive and catastrophic premium
components and the risk options that will be available under Reform.

FINANCING / STATES BUDGETS

Defined investment

By moving from a largely fee-for-service reimbursement structure to a prospective
capitation system, Florida Medicaid Reform will bring needed predictability to the
Medicaid Program budget process.

Reform features are expected to bring more control to Medicaid health care trends by
encouraging recipient engagement in decision making, providing incentives for healthy
behavior and extending the positive influence of managed health care.

Comprehensive and Catastrophic premium components
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Premium divided into two components

— Comprehensive component covers most health care services used by most recipients

— Catastrophic component covers most of the expenses incurred by the few recipients
who incur extremely high expenditures in a given year

Transition from the comprehensive component to the catastrophic component will come
when an individual passes an annual dollar claims threshold, calculated on a consistent
basis independent of the HMO/PSN’s reimbursement arrangements.

— Transition is transparent for the recipient; the HMO/PSN continues to manage the
care and the recipients’ selected benefit package continues to govern the services
received.

All contracted entities will bear comprehensive risk and receive the comprehensive
premium. Within certain constraints, entities can choose whether to bear the catastrophic
risk as well or forego that premium and allow the state to act as reinsurer for those high-
cost claims. For example, an HMO that has the capability to reinsure will be required to
accept the full catastrophic premium. However, in certain circumstances, the state will
provide the reinsurance — for example, in rural communities where historically,
coordinated care entities have not been able to absorb the risk for the smaller populations.
Florida’s rural communities suffer from a lack of coordinated care due to access issues
with providers. By encouraging these arrangements, we can bring more coordinated care
to areas previously without access.

This structure is designed to encourage the participation of new health plans and PSNs
who may not be accustomed to bearing risk. In addition to the dollar threshold for
catastrophic services for hospitalization, the state will also use an inpatient day threshold.
This is done so that hospitals will be able to care for the needs of Medicaid beneficiaries
without concern for whether they will be reimbursed for those services.

Risk adjusted premiums critical to Reform

Premium risk adjustment allows HMOs and provider service networks to customize
benefit designs with the confidence that they will be paid for the risk they attract.

Both premium components (comprehensive and catastrophic) will be risk-adjusted.

By risk-adjusting the premium, for the first time, the state will provide an incentive for
plans to get children to the doctors’ office for preventive physical exams. While
preventive services are covered today in Medicaid, less than half the fee-for-service
participants take advantage of these services. This results in a large number of children
who suffer from undiagnosed asthma, heart disease, diabetes, sickle cell, periodontal
disease and other chronic illnesses, where the disease is not diagnosed until the child is
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sick. Under reform, if a plan identifies children with chronic conditions, then the plan
can take advantage of the risk adjusted premiums. Then, clearly, the plan will invest in
disease management programs, which have been proven to have the impact of reducing
hospitalizations and Emergency Room visits, while improving quality of life.

» The state will purchase an “encounter-data” system, which means the state will have
access to all of the medical encounters to determine which plans are doing the best job of
providing access to services. This information will be transparent for the public.
Enhanced Benefit Account Pool

» Funds for the Enhanced Benefit Accounts will come from savings associated with
providing care to more recipients through a managed care setting.

» Although analysis is still ongoing, initial estimates suggest that the Enhanced Care Pool
will represents approximately 3% of the current Medicaid expenditures for Reform
eligible populations.

CURRENT AND FUTURE MEDICAID PER PERSON EXPENDITURE COMPONENTS

. Enhanced
Medipass/Fee for Managed Care Benefit
Service Organization Account

(MCO)

Mgt. Savings

Capitation

Rate
Premium Paid

>(To Be Risk Adjusted)

Current Medicaid Reform

1115 WAIVERS
Waiver Authority

» Florida is seeking section 1115 waiver authority in order to implement the flexibilities
and innovative approaches under the Reform program.
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This waiver authority includes many of the waivers customary to section 1115
demonstrations, such as comparability and statewide waivers.

For the Medicaid opt-out program the State will use this waiver authority to obtain relief
from the wrap around requirement for premium assistance in employer sponsored
insurance.

Florida will also be seeking innovative expenditure authority or cost not otherwise
matchable authority. The State will be seeking this authority to obtain Federal match on
State expenditures for the individual enhanced benefit accounts and continue
supplemental payments to the state’s safety net hospitals.

Waiver Process

The State has been working collaboratively with CMS since fall 2004, on the concepts of
Reform.

In March, 2005 a draft concept paper of Florida's Reform program was published and
Florida has since participated in numerous meetings to discuss the details of the
demonstration. Florida has also submitted written answers to CMS questions.

In May of 2005, the Florida Legislature passed Senate Bill 838 which gives Medicaid
certain program guidance and the authority to seek the reform waiver.

The Legislature outlined a process for the waiver submittal that includes posting the
waiver application for 30 days on the Agency website before it is submitted to CMS.

After approval by the federal government (CMS), Senate Bill 838 requires the Agency
for Health Care Administration to present the approved waiver to the Florida Legislature
for approval to implement.
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Florida Medicaid Reform Waiver Application

SUMMARY

This is a summary of the waiver document Florida will be submitting to federal officials
and the Legislature about Medicaid reform. It explains the highlights of the full waiver
application. If you want details about a particular section, you can click on one of the
links to go directly to that section of the waiver.

Sections | and Il - Statement of Purpose and Florida Medicaid Reform

Medicaid provides health care coverage for low-income people. It uses both state and
federal funds, and both the state and U.S. government have laws and rules that apply to
Medicaid.

In Florida, the Agency for Health Care Administration is responsible for managing the
Medicaid program. Other state agencies are also involved with Medicaid, either by
providing services or handling Medicaid applications. The Department of Children and
Families, for example, handles applications and makes decisions about who is eligible
to receive Medicaid benefits. Other agencies manage programs that are funded by
Medicaid. For instance, the Department of Elder Affairs manages long-term care
programs for the elderly, while the Agency for Persons with Disabilities manages
programs for the developmentally disabled. All of these programs require the
cooperation of multiple state agencies.

Since Medicaid is jointly funded by the state and federal governments, both state and
federal officials must agree on any major changes to the program. In Florida, this means
that the Legislature must approve changes proposed for Medicaid. At the federal level,
approval must come from the Centers for Medicare and Medicaid Services. ’

In May 2005 the Florida Legislature passed Senate Bill 838. It gives the Agency
permission to change the Medicaid program. These changes are commonly referred to
as “Medicaid reform.”

Every state has a Medicaid State Plan on file with the federal government. If a state
wants to change the services it offers in ways that are different from the requirements
for the State Plan, the state must ask federal officials to give special permission to set
aside—or waive—those requirements. Florida has prepared an application it will submit
to federal officials asking for permission to change the state's Medicaid program. This is
a summary of the waiver application Florida will submit.

Much of this summary is in question-and-answer form. It describes the major changes
being planned and how those changes will affect you.
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Florida Medicaid Reform Waiver Application - SUMMARY

Why change the program?

Florida Medicaid began 35 years ago. It has made health care available to millions of
Floridians. However, while Florida has changed—and the needs of its residents have
changed—it has been difficult to make Medicaid change to meet those new challenges.
The current system is based on illness. That is, providers get paid only when someone
is very ill or needs costly services. The purpose of reform is to change the program so
dollars are spent to keep people healthier. Such a program rewards delivery systems
that do a good job of preventing iliness by identifying chronic disease early, better
managing those diseases, ensuring that children get preventive services, and helping
our elders age in the dignity of their home or other community-based setting.

For a number of years Florida has operated some special programs under individual
waivers of State Plan requirements. It is very complicated to operate so many waivers
separate from regular State Plan services. The State Plan is not flexible enough to allow
Medicaid to meet the needs of specific groups of enrollees.

As a result, too many people have to wait for special waiver services that they truly
need, costs have been hard to predict, and access to care has become a growing
problem. The proposed changes outlined in the waiver application are the resuit of
months of study and discussion with people who are involved with Medicaid, including
the Florida Legislature. Florida believes that through this new plan it can do a better job
of serving Medicaid enroilees and make the best use of the state and federal dollars
available to operate the Medicaid program.

Section Il - Eligibility and Enroliment

Medicaid reform will not change who receives Florida Medicaid. The current eligibility
categories and income and asset limits will be the same. If you want to receive
Medicaid, you will still need to apply through the Department of Children and Families.

Do I have to be a part of Medicaid reform?

If you apply for Medicaid and your application is approved, you will receive a letter from
the Department of Children and Families telling you that you are now on Medicaid. This
letter will let you know if you will have to enroll in a reform plan.

During the first year, only Medicaid recipients who live in Broward and Duval Counties
will be a part of reform. Some people on Medicaid will not be required to enroll in a
reform health plan, but they may enroll in one voluntarily. The waiver application lists
the required and voluntary categories in Appendix ll.

I already have Medicaid; will | have to be part of reform?

If you are in a Medicaid managed care plan or on MediPass and live in Broward or
Duval Counties, you probably will need to move to a reform plan. You will receive a
letter when it is time for you to change to a reform plan. You do not need to do anything
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until you are notified. People in Broward and Duval Counties who are not already in
managed care or MediPass will be able to enroll in a reform plan if they choose.

I will need help choosing a plan.

Choice counselors will help you choose your plan. You may talk with a counselor by
phone or in person. The choice counselors will have information on the benefits
available in each plan, what providers are in the network, and a variety of other
information helping you to compare the plans. They can answer your questions about
any Medicaid plan. If you have health insurance available through your job, the
counselors also can help you decide whether to enroll in employer-sponsored insurance
or in a Medicaid plan, but you will need to bring information about any non-Medicaid
plan with you when you talk with the counselor.

It is important to enroll with a plan as soon you are notified that you can receive
Medicaid coverage. If you do not choose a plan within 30 days, you will be assigned to
a plan. You know best what your health needs are, and you will want to make the
choice of plans yourself.

In addition to information on choosing a plan, the choice counselors will help you
understand how to receive services through the pian you choose. They will also have
information on preventive health care services that you and your family should receive
to maintain your health or, if you have a chronic condition, information that will help you
manage your disease.

What if | don’t like my plan after | enroll?
You will have 90 days to change plans if you want to. After 90 days you will not be able
to change plans for the next 12 months uniess you have an approved reason to change.

Section IV — Benefits

Not everyone needs the same health care services. One plan does not fit all. One of the
goals of Medicaid Reform is to help people find the health care that best fits their needs.

Under reform every Medicaid health plan will offer a core set of required benefits. But
the plans also will be able to adjust some benefits to meet the special needs of the
people they hope will enroll in their plans. These are called “customized benefit
packages.”

The state will regulate all the Medicaid plans to make sure the benefits your plan offers
are equal in value to the other plans available to you, and that the benefits are
appropriate based on the needs of the population the plan is going to serve.

As a new option, instead of enrolling in a Medicaid plan, you may want to use your
Medicaid premium, calculated by the state, to pay for coverage through a private plan or
to pay your share of the premium for coverage available at your work. This option is
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explained in more detail later. The section below discusses benefits available through
Medicaid plans.

You can choose a customized benefit package.

When a plan is “customized,” it means it has been adjusted to meet the needs of certain
groups. Here is an example: A plan may decide it wants to focus on serving children
with special health care needs. This plan might include case management, home care
aides, respite services for caregivers, and other services not currently available outside
special waiver programs. Or a plan may want to focus on serving the AIDS population.
In addition to all required services such as hospitalization, this plan might include case
management, expanded drug programs, and other services focusing on the specific
needs of patients. Other specialty plans may include children’s networks and general
plans that provide a broad range of services without any focused population in mind.
Ultimately, the decision about which plan to enroll in will be yours.

If the plan has to cover core Medicaid benefits, how can it customize a package?
Every plan must offer core Medicaid services, but, with state approval, a plan can
change how much of each required service it provides. If a plan reduces one service, it
must increase one or more other services because all plans must be of equal value.

All plans may be of equal value, but how do I know if a plan covers the services |
need?

The state will regulate the Medicaid health plans. To receive approval for its benefit
package, a plan will have to prove that the benefits it offers will meet the health care
needs of the people it seeks to enroll. The state will review past Medicaid data on
people like those the plan wants to enroll. It will compare their use of services against
those the plan wants to offer. You will need to look at the services each plan offers and
decide which plan is best for you. Medicaid will help you make that choice by providing
counseling and information before you enroll. If you decide within the first 90 days after
you enroll that you chose the wrong plan, Medicaid will help you change plans. After the
first 90 days you will have to stay in that plan for one year.

Will all current Medicaid services be available?

Some Medicaid services are required under federal law. All of those will be offered by
all plans. Other services are optional, meaning the Florida Legislature can choose which
ones the state will offer. The state expects all plans to offer all the current mandatory
and optional services, such as prescription drugs, behavioral health, transportation,
hospitalization and all other services outlined in law. Plans may also decide to offer
additional services you need that are not covered now by Medicaid. The level of those
services will vary from one plan to another. This is why it is so important to study the
plans available to you and make the choice that is best for you and your family.

What do the terms “comprehensive” and “catastrophic” mean?

These terms apply to the way the state pays the health plans for your care. The
difference between the comprehensive level of care and the catastrophic level will not
be important to you because it relates only to methods of financing the networks offering
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care. No matter what, the network you choose will be responsible for providing the
covered services.

* Under Medicaid Reform the state will make a monthly payment to your health plan. Itis
basically an insurance premium. In exchange for that payment, your health plan will be
responsible for making sure you get the health care you need under Medicaid.

Some people need a great deal of medical care; others need very little. If the cost of
your medical care goes beyond a certain level, it becomes known as “catastrophic”
care. When an enrollee is at a catastrophic level of care, the way the state and the
health plan pay for that care may change. For example, the state may take over
payment of the additional costs.

The payment arrangements will be taken care of between the health plan and the state.
You will not need to worry about the change in the way the bills are paid. Because this
is an important part of making sure that Medicaid Reform is built on sound business
practices, these details must be included in the information Florida provides to the
federal government, the Florida Legislature, and the participating health plans.

Is there a maximum benefit?

Medicaid, like other insurance programs, has service limits. These might be limits on the
number of times you can receive a certain service in a year or limits on the kinds of
service. For example, right now in today’s Medicaid program, outpatient hospital
services are limited to $1,500 per year for an adult; eyeglasses for adults are not
covered; there are limits on home health visits and the types of other services you
receive on an outpatient basis. Once the limit of the benefit is reached, Medicaid no
longer pays for the service.

Under reform there will still be limits, and there will be a maximum dollar amount of
coverage each year per person. The maximum amount will be very high, and very few
people will ever reach the maximum benefit amount. The maximum dollar amount will
not apply to children or pregnant women.

Will | have to pay more of the cost myself?

Medicaid already has two kinds of cost sharing. Medicaid providers can either collect
the cost sharing fee or they can choose to waive the fee. Some services require a
copayment, which is a set amount per service. For example, a visit to the doctor
requires a $2 copayment. Some services require coinsurance, which is a percentage of
the cost of the service. For example, visits to the emergency room for a non-emergency
reason require a payment of 5 percent of the first $300. That is coinsurance. A
complete list of current Medicaid cost sharing requirements is on page 25 of the waiver
application.

Under reform, Medicaid health plans can require cost sharing that does not exceed the
current amounts. The plan will also have the flexibility to not require any cost sharing.
People who choose not to enroll in a Medicaid plan, and instead enroll in private plans
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or in a health plan through their jobs, may have different copayment and coinsurance
requirements.

What are enhanced benefits?

Medicaid wants to encourage people to make healthy choices and engage in activities
that will help keep them from getting sick. People in Medicaid plans will be eligible for
enhanced benéfits if they take part in specific activities. The goal is to reward healthy

behavior.

You will receive information on the activities that will earn enhanced benefits for you.
When you complete one of the activities, money will be deposited in an account for you.
You will be able to use the money in that account to pay for health services that are not
already covered by Medicaid. This could include over-the-counter medicines like aspirin
and vitamins or payment for routine adult dental care, for example. If you leave
Medicaid coverage, you still will be able to use the remaining funds in your enhanced
benefit account to help pay for other health insurance. The state may contract with a
company to operate the enhanced benefits program.

Section V - Opt-Out: Private or Employer Sponsored Insurance

For the first time, Medicaid recipients will be able to choose between enrolling in a
Medicaid plan or in a health insurance offered where you work. If you have insurance at
your work and have not enroiled because you felt you could not afford the premium,
Medicaid may be able to help you with the cost of the premium. Instead of paying your
monthly Medicaid premium to a Medicaid plan, the state would pay it to the employer or
private insurer. Through employer-sponsored insurance, the state may be abIe to pay
for coverage for your whole family.

If | opt-out of Medicaid, does that mean | am no longer a Medicaid recipient?
Medicaid will pay all or part of your premium as long as you are eligible for Medicaid.
However, you will receive health insurance through the same insurer as all of your
coworkers. Your benefits will be different from the benefits you would have in a
Medicaid plan. You would receive health care under the benefit plan offered by your
employer’s health plan. You would use that plan’s doctors, pharmacies and other
providers to receive the health care that you need. They would not have to be Medicaid
providers.

How do I know if my employer’s health insurance is right for me?

Choice counselors will be available to help you understand the differences between the
Medicaid plans and other health insurance available to you. It is very important to
understand the differences in the plans so you can make an informed decision about
which plan is best for you and your family. You need to get information from your
employer or private insurer so you can make the right choice. Your choice counselor
can help you.
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If I choose my health insurance at work, but don’t like it can | change my mind?
You can make a change in employer-sponsored insurance only at certain times. These
times include the annual open enrollment period and when you have what is known as a
“qualifying event.” A qualifying event includes marriage, divorce, and the loss of
coverage, either because you are no longer working or because your employer stops
offering insurance.

Will 1 get all the same services if | choose a plan outside of Medicaid?

You may or may not get the same services. Just as Medicaid requires that certain
services be available, the state requires private insurers to offer certain benefits, but the
total benefit package will be different for each plan. That is why it is so important to work
with the choice counselors so they can help you understand these differences.

Will | pay more out of my pocket if | choose my health insurance at work?

The health insurance plan offered at your work will probably have different cost sharing
than Medicaid. The amount of cost sharing will vary among employers. If you are
thinking about enrolling in the health insurance plan at your work, you will want to find
out what the cost-sharing requirements are. Your choice counselor can help you
understand cost sharing.

Section VI - Delivery Systems

If you already participate in Medicaid, you may already be enrolled in a managed care
program. It may be a health maintenance organization (HMO), MediPass, or one of
several localized networks of providers serving Medicaid enrollees. Medicaid reform will
increase the number of managed care programs that offer Medicaid health plans.

People who live in Broward and Duval Counties will have the first chance to select from
the new range of Medicaid health plans. The goal is to improve your ability to find the
health care you need, and to give you more choices in how you get your care.

How can | tell the difference between the types of health plans?

A choice counselor will help you understand the differences among the plans available
to you. While plans may have different names, no matter what a Medicaid health plan is
called, you can be sure that it has been approved by the state, offers all the Medicaid
benefits needed to serve its enrollees, is fi nancaally sound, has enough providers, and is
being reviewed regularly by the state.

The important decision you will need to make is what health plan offers the benefits that
best fit your needs. The technical or legal designation for your Medicaid health plan is
not a major part of deciding which plan to choose, so do not be confused when you hear
terms like “HMO” or “PSN.” You should carefully review the services offered by each
plan. While the value of the overall benefit package in each plan will be equal, the
benefits themselves may be different from one plan to another. For example, a plan
designed to serve elders might have a benefit package that is somewhat different from
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a plan designed to serve children. A unique new benefit of the choice counseling will be
that the state will begin to measure the performance of each plan. When that data is
gathered, you will get information about consumer satisfaction with access to doctors,
the effectiveness of the plan in providing children’s preventive health services,
vaccinations and preventive dental care, and other measures important for you to know
before you select a plan. The state believes having this information available to potential
customers will give the plans even more reason to make their services responsive to
your needs.

If you do have a problem with your health plan, you will be able to have your problem
reviewed by health plan officials. If the problem is not resolved there, a state panel will
be available to you. You also have the right to request a separate Medicaid Fair
Hearing.

What if | have special health care needs and need a lot of care?

If you have a chronic health condition, such as diabetes or heart disease, are disabled,
or have other serious health problems, being able to see people who specialize in
treating your condition is very important. Under reform, health plans will be encouraged
to develop specialty plans to serve specific health conditions. These specialty plans
must meet additional requirements to make sure they can handle the complex needs of
their enrollees. These plans will be paid a premium that is adjusted to take into account
the higher cost of your care.

Can I enroll in a health plan that is not a Medicaid plan?

Yes. If the place where you work offers heaith insurance, your Medicaid premium can
be paid to that insurer instead of to a Medicaid plan. Most employers who offer health
insurance require the worker to pay part of the cost. Medicaid would pay that cost for
you up to the limit of the premium it would have paid to a Medicaid plan. If your share of
the insurance through your job is more than the Medicaid premium, you would have to
pay the difference. You might be able to get coverage for your entire family in a work-
based insurance plan. Offering people a way to get maximum coverage for their families
is one of the goals of Medicaid reform.

Choice counselors will be available to answer your questions so you can decide
whether to enroll in a Medicaid plan or to enroll in a plan outside of Medicaid. If you do
enroll in a plan outside of Medicaid, you will have time to change your mind and enroll in
a Medicaid plan instead. It is important to understand that private plans and work-based
plans will have benefits that are different from Medicaid. Copayments, coinsurance, and
deductibles also will be different. You will want to study the differences very carefully
before you make a choice.

Section VIl - Implementation Timeline

Senate Bill 838 starts Medicaid reform in Broward and Duval Counties. That will happen
as early as April 2006. Within one year, the program will expand to Baker, Clay and
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Nassau Counties. In this waiver application, the Agency outlines some of the key points
that will be addressed in planning for expansion to the rest of Florida.

Sections VIl and IX — Accountability, Monitoring and Evaluation

Medicaid reform will have many safeguards to make sure people get the care they need
under the new system. These safeguards also will measure whether the changes make
the program better. The state will review each Medicaid plan regularly to check on
access to care and the quality of that care. Plans will be required to meet a set of
standards and will be penalized if they do not meet the standards.

What if my plan denies a health care service?

Each plan must have a way for its enrollees to appeal if a service is denied. If you do
not get the result you want by appealing to the plan, you will be able to bring your
appeal to a state panel for a further hearing, and there will be procedures to speed up
this review when necessary. You also will continue to be able to ask for a Medicaid Fair
Hearing, just as you can do today. Importantly, the Agency for Health Care
Administration will be monitoring Medicaid plans. If a plan accepts the payment from the
state, and then refuses to provide medically needed services covered by the plan, the
Agency will move quickly to take action against the plan, up to and including termination
from the Medicaid program or prosecution. It is the intent of the state to ensure
Medicaid consumers receive the services they need and that they may reasonably
expect from the plan they have chosen.

Section X - Waivers

The Medicaid program is governed by many different sections of federal law. To make
changes to the program, the Agency must identify each section of law it is asking to
have waived. Section X lists all the sections of federal law that Fiorida wants to be
waived.

Section Xl - Budget Neutrality

The state estimates that Medicaid Reform will cost no more than the program would
cost if it continued to operate in its present form. Budget neutrality is one of the keys to
meeting federal requirements for approval of a waiver. The waiver provides details on
how cost estimates were calculated for the waiver. It projects reductions in the rate of
increase of both use of services and payment rates. The waiver assigns the savings to
a Low Income Pool that will be available to provide access to health care services for
uninsured low-income people who do not qualify for Medicaid.
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